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ABSTRACT
The r e s e a r c h  p r e s e n t e d  i n  t h i s  t h e s i s  has  been  c a r r i e d  ou t  
i n  r e s p o n s e  t o  r e c e n t  c a l l s  f o r  a new a w a r e n e s s  o f  t h e  r o l e  o f  
a c c o u n t i n g  h i s t o r y  i n  i n c r e a s i n g  t h e  p r e s e n t  u n d e r s t a n d i n g s  o f  
a c c o u n t i n g  and  i t s  r o l e  i n  s o c i e t y .  The r e s e a r c h  t a k e s  t h e  
p e r s p e c t i v e  t h a t  t h e  h i s t o r i c a l  a pproach  can g iv e  a  much needed 
i n s i g h t  i n t o  t h e  p r o c e s s e s  o f  a c c o u n t i n g  change and can show how 
a c c o u n t i n g  i s  i n t e r t w i n e d  i n  i t s  o r g a n i s a t i o n a l  and s o c i a l  
c o n t e x t s .
The aim o f  t h e  t h e s i s  has  been t o  examine  t h e  emergence  and 
de ve lopm en t  o f  a c c o u n t i n g  i n  two  S c o t t i s h  companies  f rom 1870 t o  
1920 . T h i s  h a s  b e e n  done  by e m p l o y i n g  t h e  i n - d e p t h  c a s e  s t u d y  
r e s e a r c h  s t r a t e g y .  A l t h o u g h  s u c h  a r e s e a r c h  s t r a t e g y  i s  
i n e v i t a b l y  a  m o re  m o d e s t  e n t e r p r i s e  t h a n  t h e  n a r r a t i v e s  and 
s y n t h e s e s  o f  t r a d i t i o n a l  h i s t o r i c a l  a c c o u n t s ,  i t  h a s  e n a b l e d  a 
more r i c h ,  complex  and nuanced d e s c r i p t i o n  o f  a c c o u n t in g  change 
t o  be g i v e n .  The h i s t o r i c a l  c a s e  s t u d i e s  h a v e  b e e n  i d e a l l y  
s u i t e d  f o r  s t u d y i n g  a c c o u n t i n g  as  a c o n t e x t u a l  phenomenon.
The c o n t e x t u a l  approach  t o  t h e  emergence  and deve lopment  o f  
a c c o u n t i n g  h a s  mean t  t h a t  t h e  h i s t o r i c a l  a c c o u n t s  p r e s e n t e d  a r e  
m o re  h o l i s t i c  a nd  i n t e r d i s c i p l i n a r y ;  a n d  i t  h a s  e n a b l e d  
a c c o u n t i n g  t o  be examined as i t  was p r a c t i c e d .  P r i o r  r e s e a r c h  on 
a c c o u n t i n g  p r a c t i c e s  has  g e n e r a l l y  e x a m i n e d ,  w i t h  some n o t a b l e  
e x c e p t i o n s ,  how a c c o u n t i n g  p r a c t i c e s  have e i t h e r  p receded  o r  have 
r e a c t e d  t o  a c c o u n t i n g  r e g u l a t i o n .  Th is  r e s e a r c h  h a s  emphas i sed  
t h e  p r o c e s s e s  o f  a c c o u n t i n g  c h a n g e  and  h a s  e x a m i n e d  b o t h  
f i n a n c i a l  d a t a  and n o n - f i n a n c i a l  d a t a  which has  b rough t  abou t  a 
b r o a d e r ,  c o n t e x t u a l  s t u d y  o f  a c c o u n t i n g .
i x
A ben ign  c o n t i n u i t y  has  n o t  been assumed be tween  a c c o u n t in g  
and c h a n g e s  i n  i t s  e n v i r o n m e n t ;  r a t h e r  s u c h  c h a n g e s  h a v e  b e e n  
s e en  as  a complex i n t e r p l a y  o f  i n d i v i d u a l s  and o r g a n i s a t i o n a l  and 
s o c i e t a l  s t r u c t u r e s .  The v i e w  o f  h i s t o r y  t a k e n  i n  t h i s  t h e s i s  
h a s  b e e n  t h a t  t h e r e  i s  no p r e - d e t e r m i n e d  p a t h  o f  a c c o u n t i n g  
d e v e l o p m e n t ,  w h e r e  a c c o u n t i n g  h a s  s i m p l y  p r o g r e s s e d  f ro m  one  
s t a g e  o f  de v e lo p m en t  t o  a n o t h e r .  R a t h e r ,  a c c o u n t i n g  de ve lopm en t  
h a s  been  s e e n  more a s  a c o n t i n g e n t ,  l u r c h i n g  p r o c e s s  which i s  i n  
t h e  p r o c e s s  o f  becoming.  I n  a d d i t i o n ,  a c c o u n t i n g  h a s  been viewed 
i n  a  s c e p t i c a l ,  q u e s t i o n i n g  manner  and t h e  c o n s t i t u t i v e ,  as w e l l  
a s  t h e  f a c i l i t a t i n g  r o l e  o f  a c c o u n t i n g ,  has  been r e c o g n i s e d .
The h i s t o r i c a l  c a s e  s t u d i e s ,  t h e r e f o r e ,  h a v e  e x p l o r e d  t h e  
c o n d i t i o n s  and c o n s e q u e n c e s  o f  t h e  p r o d u c t i o n  and use  o f  
a c c o u n t in g .  I t  h a s  been found t h a t  a c c o u n t i n g  was no t  a n e u t r a l  
d i s c i p l i n e  w h i c h  p r o v i d e d  u n p r o b l e m a t i c  f a c t s  a b o u t  
o r g a n i s a t i o n a l  l i f e .  R a t h e r ,  a c c o u n t i n g  h a s  b e e n  s e e n  a s  a n  
i n t e r e s t e d  a c t i v i t y  t h a t  was i n t i m a t e l y  i n v o l v e d  i n  t h e  c o n t e x t s  
i n  which  i t  o p e r a t e d .  A c c oun t ing  was c a l l e d  upon to  s e r v e  a wide  
v a r i e t y  o f  d i f f e r e n t  and  c h a n g i n g  p u r p o s e s .  I t  e m e r g e d  and  
de v e lo p e d  i n  a  domain  where  s t r a t e g e m s  and t a c t i c s  o f  c o m p l i c i t y  
and compromise r u l e d .
CHAPTER ONE
INTRODUCTION
A. INTRODUCTION TO THE RESEARCH
The aim o f  t h i s  r e s e a r c h  i s  t o  p r o v id e  a  h i s t o r i c a l  s t u d y  o f  
t h e  emergence  and d e v e lo p m e n t  o f  a c c o u n t i n g  p r a c t i c e s  i n  t h e i r  
o r g a n i s a t i o n a l  and s o c i a l  c o n t e x t s .
The t a s k  a nd  s t a t u s  o f  a c c o u n t i n g  h i s t o r y  h a v e  b e e n  
q u e s t i o n e d  r e c e n t l y .  Some h a v e  s u g g e s t e d  t h a t  i t  h a s  b e e n  t o o  
n a r r o w  w i t h  much o f  t h e  e m p h a s i s  on d o c u m e n t i n g  c h r o n o l o g i c a l  
a c c o u n t s  o f  t e c h n i c a l  d e v e l o p m e n t s  p e r  s e ,  r a t h e r  t h a n  p r o b i n g  
i n t o  t h e  r a t i o n a l e s  f o r  t h e s e  d e v e l o p m e n t s  ( B u r c h e l l  e t  a l . ,  
1 9 8 0 ,  p.  23 ;  Hopwood,  19 8 3 ,  p . 2 8 9 ) .  O t h e r s  h a v e  s u g g e s t e d  t h a t  
a c c o u n t i n g  h i s t o r y  i t s e l f  i s  o f  d u b i o u s  v a l u e  and  t h e y  h a v e  
c h a l l e n g e d  a c c o u n t i n g  h i s t o r y ' s  w o r t h i n e s s  a s  a s u b j e c t  o f  
s e r i o u s  academ ic  endeavo r  ( L i s t e r ,  1984).
I n  t h e  m i d s t  o f  t h i s  r a t h e r  p e s s i m i s t i c  d i a g n o s i s  o f  
a c c o u n t i n g  h i s t o r y ,  t h e r e  have been r e c e n t  c a l l s  f o r  h i s t o r i c a l  
s t u d i e s  t a k i n g  a b r o a d e r  p e r s p e c t i v e  i n  s t u d y i n g  th e  a c c o u n t i n g  
c r a f t .  T h e s e  c a l l s  h a v e  s u g g e s t e d  t h a t  a c c o u n t i n g  s h o u l d  be 
s i t u a t e d  w i t h i n  bo th  i t s  im m e d i a t e  o r g a n i s a t i o n a l  c o n t e x t  and i t s  
b r o a d e r  s o c i a l  c o n t e x t  ( H o p w o o d ,  1 9 8 3 ,  1 9 8 5 ;  J o h n s o n ,
f o r t h c o m i n g ) .  Hopwood ( 1 9 8 3 ,  p. 3 0 3 ) ,  f o r  e x a m p l e ,  s t a t e s  t h a t  
m ore  s u b s t a n t i a l  i n v e s t i g a t i o n s  o r i e n t a t e d  t o w a r d s  p r o v i d i n g  
e x p l a n a t i o n s  o f  t h e  w o r k i n g s  o f  a c c o u n t i n g  a s  p r a c t i c e d  a r e  
needed .
T h i s  c a l l  f o r  a new a w a r e n e s s  o f  t h e  r o l e  o f  a c c o u n t i n g
1
h i s t o r y  i n  i n c r e a s i n g  t h e  p r e s e n t  u n d e r s t a n d i n g s  o f  a c c o u n t i n g  
and i t s  r o l e  i n  s o c i e t y  has  been t h e  s t i m u l u s  f o r  t h i s  r e s e a r c h .
These r e c e n t  c a l l s  have been  i n f o r m e d  by t h e  i n t e r d i s c i p l i n a r y
p e r s p e c t i v e s  o f  d i s c i p l i n e s  s u c h  a s  h i s t o r y ,  b u s i n e s s  h i s t o r y ,  
e c o n o m i c  h i s t o r y ,  o r g a n i s a t i o n  t h e o r y  and  s o c i o l o g y  (Hopwood,  
1985 ;  J o h n s o n ,  f o r t h c o m i n g ) .  Such  p e r s p e c t i v e s  on a c c o u n t i n g  
b r o a d e n  t h e  d e b a t e  a n d  g i v e  a d d i t i o n a l  i n s i g h t s  i n t o  s u c h  
f u n d a m e n t a l  q u e s t i o n s  a s :  w h a t  i s  a c c o u n t i n g ?  What  i s  t h e
o b j e c t  o f  a c c o u n t i n g ?  What  i s  t h e  f u n c t i o n  o f  a c c o u n t i n g ?  
Goldman (1983, p. 588) comments  t h a t  when w r i t i n g  h i s t o r i c a l l y  on 
any d i s c i p l i n e ,  t h e  a u t h o r  i s  c o n f r o n t e d  t i m e  and t im e  a g a i n  w i t h  
d e f i n i n g  and  r e d e f i n i n g  t h e  d i s c i p l i n e  u n d e r  s t u d y .  I n  f a c t .  
B u r r o w s  ( 1 9 7 7 )  s u g g e s t s  t h a t  s u c h  an  e n t e r p r i s e  c a n  be h i g h l y  
c o n t e n t i o u s  when t h e  d i s c i p l i n e  i s  s i t u a t e d  i n  t h e  s o c i a l  
s c i e n c e s .  On t h e  b a s i s  o f  t h i s  r e s e a r c h  t h e  s i t u a t i o n  i s  no 
d i f f e r e n t  i n  a c c o u n t i n g .
The o b j e c t i v e s  o f  t h i s  c h a p t e r  a r e  t o  i n t r o d u c e  t h e  r e s e a r c h  
p r e s e n t e d  i n  t h i s  t h e s i s ;  e x p l a i n  i t s  s i g n i f i c a n c e  and show how
t h e  r e s e a r c h  w i l l  be c a r r i e d  o u t .
B. THE RESEARCH PROBLEM
This  r e s e a r c h  t a k e s  t h e  p e r s p e c t i v e  t h a t  h i s t o r i c a l  a c c o u n t s  
o f  a c c o u n t i n g  c h a n g e  c a n  g i v e  a  much n e e d e d  i n s i g h t  i n t o  
a c c o u n t i n g  change and can show how a c c o u n t in g  i s  i n t e r t w i n e d  i n  
i t s  o r g a n i s a t i o n a l  and w id e r  s o c i a l  c o n t e x t s .  There has  been a 
p a u c i t y  o f  s u c h  r e s e a r c h  i n  t h e  a c c o u n t i n g  l i t e r a t u r e .  The 
e m p h a s i s  o f  much o f  t h e  p r i o r  r e s e a r c h  on company r e c o r d s  h a s  
been concerned  w i t h  docum en t ing  com pl iance  o r  non-com pl iance  w i t h  
l e g i s l a t i v e  r e f o r m s ;  o r  t h e  d o c u m e n t a t i o n  o f  t h e  s e q u e n c e s  o f
t e c h n i c a l  c h a n g e ;  o r  s h o w i n g  how a c c o u n t i n g  h a s  r e s p o n d e d  t o  
v a r i o u s  b u s i n e s s  and o r g a n i s a t i o n a l  needs.  Such work t e n d s  to  be 
u n i d i m e n s i o n a l  and se ldom e x p l o r e s  t h e  p r o c e s s e s  o f  change. I f  
i t  d o e s ,  i t  o c c u r s  i n  a p e r f u n c t o r y  m a n n e r ,  s u c h  t h a t  t h e  
e x p l a n a t i o n  o f  how a c c o u n t i n g  c h a n g e s  i s  s u b s u m e d  u n d e r  
e x p l a n a t i o n s  o f  whv a c c o u n t i n g  changes.
Much o f  a c c o u n t i n g  h i s t o r y ,  t h e r e f o r e ,  has  been w r i t t e n  from 
a n  a d a p t a t i o n ,  p r o g r e s s i v e  p e r s p e c t i v e .  The r e s e a r c h  i n  t h i s  
t h e s i s  t a k e s  t h e  p e r s p e c t i v e ,  h o w e v e r ,  t h a t  c h o i c e ,  c o n f l i c t ,  
f a i l u r e  and t e n s i o n  as  c o n t e x t s  f o r  a c c o u n t i n g  change a r e  j u s t  as  
a n a l y t i c a l l y  s i g n i f i c a n t  a s  t h e  e f f e c t s  o f  a c c o u n t i n g  c h a n g e .  
Accoun t in g  i s  c o n s i d e r e d  t o  be more f r u i t f u l l y  v iewed  as  i n  t h e  
p r o c e s s  o f  becoming  (Abrams, 1982). T h e r e f o r e ,  no p r e - d e t e r m i n e d  
p a t h  f o r  a c c o u n t i n g ' s  d e v e l o p m e n t  i s  a s s u m e d .  A c c o u n t i n g  i s  
v iew ed  as  h a v in g  no p r e - g i v e n  e s s e n c e  which p r o v i d e s  t h e  goa l  o f  
a c c o u n t i n g ' s  h i s t o r i c a l  d e v e l o p m e n t .  Ra the r  a c c o u n t i n g  i s  s e en  
a s  s im p ly  c h a n g in g ,  becoming d i f f e r e n t .
The h i s t o r i c a l  c a se  s t u d i e s  p r e s e n t e d  i n  t h i s  t h e s i s  seek  t o  
p r o b e  t h e  d i f f e r i n g  r a t i o n a l e s  f o r  t h e  e x i s t e n c e  o f  p a r t i c u l a r  
a c c o u n t i n g  p r a c t i c e s  and  e x a m i n e  t h e  c o n s t i t u t i v e  r o l e  o f  
a c c o u n t i n g  a s  w e l l  a s  i t s  f a c i l i t a t i v e  r o l e  ( B u r c h e l l  e t  a l . ,  
1980, 1985; Hopwood, 1983, f o r t h c o m i n g ) .  Th is  approach  t a k e n  i n  
t h e  c a se  s t u d i e s  h a s  been enhanced by v i e w in g  a c c o u n t i n g  i t s e l f  
a s  an  i n t e r e s t e d ,  p r o b l e m a t i c  a c t i v i t y  (Hopwood,  f o r t h c o m i n g ;  
J o h n s o n ,  f o r t h c o m i n g ) .  A c c o u n t i n g ,  t h e r e f o r e ,  i s  s e e n  a s  
e m e r g i n g  a n d  c h a n g i n g  i n  t h e  c o n t e x t  o f  v e r y  s p e c i f i c  
c o n f i g u r a t i o n s  o f  s o c i a l  a n d  o r g a n i s t i o n a l  r e l a t i o n s .  I t  i s  
c o n s i d e r e d  t h a t  such v i ew s  on a c c o u n t i n g  p r o v id e  a r e a l  b a s i s  f o r  
u n d e r s t a n d i n g  a c c o u n t i n g  change.
Thus, t h e  h i s t o r i c a l  c a s e  s t u d i e s  p r e s e n t e d  i n  t h i s  t h e s i s
h a v e  b e e n  g u i d e d  by t h e  g e n e r a l  h y p o t h e s i s  t h a t  i n  o r d e r  t o  
u n d e r s t a n d  t h e  way a c c o u n t i n g  o p e r a t e d ,  i t  i s  n e c e s s a r y  t o  
examine  t h e  c o n t e x t s  i n  which i t  was p roduced and g iv en  meaning.  
By t a k i n g  a b r o a d e r  p e r s p e c t i v e ,  t h e  p r o c e s s e s  o f  a c c o u n t i n g  
change and t h e  c o n t e x t u a l  meanings  which b r o u g h t  a c c o u n t i n g  i n t o  
e x i s t e n c e  and gave i t  s i g n i f i c a n c e ,  w i l l  be e x p l o r e d .
S p e c i f i c a l l y ,  t h e  o b j e c t i v e  o f  t h i s  t h e s i s  i s :  t o  examine
t h e  e m e r g e n c e  and d e v e l o p m e n t  o f  a c c o u n t i n g  i n  tw o  S c o t t i s h  
c o m p a n i e s  b e t w e e n  I 87O a n d  1920.  T h i s  w i l l  be done  by 
e m p l o y i n g  a n  i n - d e p t h  c a s e  s t u d y  r e s e a r c h  s t r a t e g y .  The two 
o r g a n i s a t i o n s  w h i c h  a r e  t h e  s u b j e c t s  o f  t h e  c a s e  s t u d i e s  a r e  
James F i n l a y  and Company and The Oiampdany J u t e  Company L i m i t e d .
C. THE SIGNIFICANCE OF THE RESEARCH
The s i g n i f i c a n c e  o f  t h i s  r e s e a r c h  i s  s e en  i n  t h e  p e r s p e c t i v e  
t h a t  a c c o u n t i n g  h i s t o r y  s h o u l d  be p l a c e d  w i t h i n  t h e  b r o a d e r  
c o n t e x t  o f  b u s i n e s s ,  e c o n o m i c  and s o c i a l  h i s t o r y .  A c c o u n t i n g  
w i l l  be s t u d i e d  i n  i t s  i m m e d i a t e  o r g a n i s a t i o n a l  and w id e r  s o c i a l  
c o n t e x t s .  Such  a c o n t e x t u a l  a p p r o a c h  t o  t h e  e m e r g e n c e  and  
d e v e l o p m e n t  o f  a c c o u n t i n g  m e a n s  t h a t  t h e  h i s t o r i c a l  a c c o u n t  
p r e s e n t e d  i s  m o r e  i n t e r d i s c i p l i n a r y  a n d  h o l i s t i c .  T h i s  
c o n t e x t u a l  a w a r e n e s s  a l s o  means t h a t  t h e r e  i s  no t  presumed t o  be 
a  s i m p l e  c o n t i n u i t y  b e t w e e n  a c c o u n t i n g  and  c h a n g e s  i n  i t s  
e n v i r o n m e n t .  R a th e r  such change  i s  s e e n  as  t h e  complex i n t e r p l a y  
o f  i n d i v i d u a l s  and o r g a n i s a t i o n a l  and s o c i e t a l  s t r u c t u r e s .  The 
a im  i s  t o  g i v e  a n  e m p i r i c a l  and  h i s t o r i c a l  d e s c r i p t i o n  o f  
a c c o u n t i n g  c h a n g e ,  r a t h e r  t h a n  i m p o s e  b r o a d ,  n o r m a t i v e  
i m p e r a t i v e s  a b s t r a c t e d  from s p e c i f i c  c o n t e x t s  i n  a t o t a l i s i n g ,  
r e d u c t i o n i s t i c  way.
T h i s  r e s e a r c h  i s  a l s o  s i g n i f i c a n t  i n  t h a t  i t  i s  b a s e d  on  
p r i m a r y  s o u r c e s  o f  company  r e c o r d s .  L i t t l e  i s  known o f  
a c c o u n t i n g  p r a c t i c e s  i n  t h e  s e c o n d  h a l f  o f  t h e  n i n e t e e n t h  and  
e a r l y  t w e n t i e t h  c e n t u r i e s  (Edwards,  1980, p. 242; Hopwood, 1981, 
p. 2 9 8 ;  L e e ,  19 7 5 ,  p.  34 ;  P a r k e r ,  1981 ,  p. 2 8 3 ) .  The a d v a n t a g e  
o f  e x a m in in g  p r i m a r y  documents  i s  t h a t  a c c o u n t i n g  can be examined 
as  p r a c t i c e d .
P r i o r  r e s e a r c h  i n  a c c o u n t i n g  h i s t o r y  has  examined  t e x t b o o k s ,  
a c c o u n t i n g  i n s t i t u t i o n s ,  done b i o g r a p h i c a l  w o r k ,  e x a m i n e d  j u s t  
e x t e r n a l  company r e c o r d s  and some have examined both  e x t e r n a l  and 
i n t e r n a l  company r e c o r d s .  T h i s  r e s e a r c h  w i l l  e x a m i n e  i n t e r n a l  
and  e x t e r n a l  company  r e c o r d s  and ,  w h a t  w i l l  be p a r t i c u l a r l y  
i n s i g h t f u l  f o r  e x a m i n in g  t h e  p r o c e s s e s  o f  a c c o u n t i n g  change,  w i l l  
be  t h e  e x a m i n a t i o n  o f  n o n - f i n a n c i a l  d a t a  s u c h  a s  p a r t n e r s h i p  
m i n u t e s ,  d i r e c t o r s '  m i n u t e s ,  m a n a g e m e n t  m i n u t e s  a nd  v a r i o u s  
c o r r e s p o n d e n c e  f i l e s .
To a d e q u a t e l y  e x p l o r e  t h e  c o n t e x t  i n  w h i c h  a c c o u n t i n g  w a s  
p r a c t i c e d ,  t h e  c a s e  s t u d y  r e s e a r c h  s t r a t e g y  w i l l  be e m p l o y e d .  
Such a  r e s e a r c h  s t r a t e g y  i s  p a r t i c u l a r l y  s u i t e d  t o  s t u d i e s  which  
aim a t  e x p l o r i n g  t h e  c o n t e x t  o f  a c c o u n t i n g  i n  i t s  f u l l  c o m p l e x i t y  
( Y i n ,  1 9 8 1 ) .  T h e r e  h a v e  b e e n  s i g n i f i c a n t  c a l l s  i n  r e c e n t  
a c c o u n t i n g  l i t e r a t u r e  t o  have  more i n - d e p t h  s t u d i e s  o f  a c c o u n t i n g  
p r a c t i c e  (Hopwood ,  1983;  K a p l a n ,  1984 ,  1985) .  K a p l a n  ( 1 9 8 5 ,  p. 
35)  s u g g e s t s  t h a t  c a s e  s t u d y  r e s e a r c h  i s  t h e  i d e a l  v e h i c l e  f o r  
co m m u n ic a t in g  r i c h  s l i c e s  o f  o r g a n i s a t i o n a l  l i f e .  Although such 
r e s e a r c h  i s  n o t  a s  t i g h t l y  c o n t r o l l e d  a s  r e s e a r c h  e m p l o y i n g  
t r a d i t i o n a l  q u a s i - e x p e r i m e n t a l  d e s i g n s ,  i t  i s  c o n s id e r e d  t o  be 
more p r o d u c t i v e  i n  t h a t  the  i m p o r t a n c e  o f  phenomena t h a t  canno t  
be m e a s u r e d  p r o v i d e s  f u l l e r  and  r i c h e r  u n d e r s t a n d in g s  (Kaplan,
1984 ,  pp.  4 1 5 - 4 1 6 ) .
D. HISTORICAL METHOD AND DATA 
1 . T h e o r e t ic a l Awareness
R e c e n t l y ,  d i s s a t i s f a c t i o n  has been v o ic e d  o v e r  t h e  l a c k  
o f  a n  a d e q u a t e  m e t h o d o l o g y  w i t h  w h i c h  t o  u n d e r s t a n d  t h e  
u n d e r l y i n g  i n f l u e n c e s  and f a c t o r s  t h a t  have b rough t  a b o u t  change 
i n  a c c o u n t i n g  (Hopwood ,  1983 ,  pp.  2 9 6 - 2 9 7 ;  J i n n a i ,  1984 ,  p. 54 ) .  
I t  h a s  b e e n  s u g g e s t e d  t h a t  a  g r e a t  d e a l  o f  r e s e a r c h  i n t o  
a c c o u n t i n g  h i s t o r y  h a s  a d o p te d ,  c o n s c i o u s l y  o r  o t h e r w i s e ,  a  v e r y  
a t h e o r e t i c a l  s t a n c e  w h i c h  h a s  i g n o r e d  i n  t h e  p r o c e s s  t h e  
u n d e r l y i n g  s o c i a l ,  i n s t i t u t i o n a l ,  economic  and p o l i t i c a l  f o r c e s  
a t  w o r k  (Hopwood,  1983 ,  p.  2 9 6 ) .  T h i s  h a s  b e e n ,  i n  p a r t ,  d u e  t o  
t h e  f a c t  t h a t  c o n v e n t i o n a l  a c c o u n t i n g  h i s t o r i e s  have t e n d e d  t o  be 
i n f o r m e d  by t h e  economic  and t e c h n i c a l  d im e n s io n s  o f  a c c o u n t i n g  
d e v e lo p m e n t  on ly .  T h i s  r e s e a r c h  a im s  a t  b r o a d e n i n g  and e n r i c h i n g  
s u c h  c o n v e n t i o n a l  h i s t o r i e s  by t a k i n g  a m o r e  c r i t i c a l  
p e r s p e c t i v e .
The t h e o r e t i c a l  app roa c h ,  t h e r e f o r e ,  t a k e n  i n  t h e  r e s e a r c h  
i s  t o  ground t h e  s t u d y  o f  a c c o u n t i n g  i n  t h e  c o n t e x t s  i n  which i t  
was p r a c t i c e d ;  by p o s i t i n g  no p r e - d e t e r m i n e d  p a th  o f  de ve lopm en t  
f o r  a c c o u n t i n g ;  and ,  by t a k i n g  a  q u e s t i o n i n g ,  s c e p t i c a l  a t t i t u d e  
t o  a c c o u n t i n g  and  t h e  way i t  f u n c t i o n s  i n  i t s  c o n t e x t .  The a im 
o f  t h i s  k i n d  o f  a p p r o a c h  i s  t o  e n s u r e  t h a t  t h e  h i s t o r i c a l  
a c c o u n t s  p r e s e n t e d  do n o t  a d o p t  a v i e w  o f  h i s t o r y  w h i c h  i s  
a n t i q u a r i a n  o r  t e l e o l o g i c a l  and  t h a t  t h e  a n a l y s i s  o f  t h e  
h i s t o r i c a l  d e v e l o p m e n t  i s  n o t  a d u a l i s t i c ,  f u n c t i o n a l i s t  one -  
s u d i  a s  t h e  c o n t i n g e n c y  model  o f  a c c o u n t i n g  change.
2. Historical Method
I n  t h i s  r e s e a r c h ,  e m p h a s i s  w i l l  be g iv e n  t o  t h e  p r o c e s s e s  
o f  a c c o u n t i n g  change r a t h e r  t h a n  j u s t  docum en t ing  th e  sequence  o f  
c h a n g e .  Of c o u r s e ,  t h e  h i s t o r i c a l  p e r s p e c t i v e  t a k e n  i n  t h e  
r e s e a r c h  g i v e s  t h e  a w a r e n e s s  t h a t  a c c o u n t i n g  d o e s ,  i n  f a c t ,  
change.  Accoun t ing  i s  n o t  a s t a t i c  phenomenon bu t  one which i s  
c o n t i n u a l l y  chang in g .  The h i s t o r i c a l  approach  t a k e n  i s  one t h a t  
v i e w s  a c c o u n t i n g  a s  b e c o m i n g  w h a t  i t  was  n o t  ( A b r a m s ,  1982;  
Hopwood,  1 9 8 3 , p.  2 8 9 ) .  T h i s  i s  a c h i e v e d  by s e e k i n g  t h e  
e x p l a n a t i o n s  o f  a c c o u n t i n g  change i n  t e r m s  o f  c l e a v a g e s ,  c o n f l i c t  
a n d  t e n s i o n s  a n d  i n  t h e  p u r p o s i v e  a c t i o n s  o f  i n d i v i d u a l s  and  
g roups  i n  p u r s u i t  o f  t h e i r  own e nds .
S uch  d e s c r i p t i o n s  and  e x p l a n a t i o n s  h a v e  b e e n  o r g a n i s e d  i n  
t h e  c a s e  s t u d i e s  a r o u n d  v a r i o u s  c o n c e p t u a l  t h e m e s  o f  a n a l y s i s .  
The d i o i c e  o f  t h e  c o n c e p t u a l  them es  and t o p i c s  o f  a n a l y s i s  were  
n o t  d e t e r m i n e d  a t  t h e  b e g i n n i n g  o f  t h e  r e s e a r c h  by a ny  g e n e r a l  
t h e o r e t i c a l  p r i n c i p l e s  o r  m o d e l  o f  d e v e l o p m e n t .  R a t h e r  t h e  
them e s  o f  a n a l y s i s  have been g e n e r a t e d  from w i t h i n  t h e  a r c h i v a l  
m a t e r i a l  i t s e l f .  H o w e v e r ,  t h e  d e c i s i o n  t o  a n a l y s e  t h e  d a t a  i n  
t h i s  way  h a s  b e e n  g o v e r n e d  by t h e  p r i o r  t h e o r e t i c a l  s t a n c e  on 
a c c o u n t i n g  and a c c o u n t i n g  change. Such an approach  i s  e s s e n t i a l  
f o r  c l a r i t y  and f o c u s  t o  be a c h i e v e d .  However , t h i s  has  no t  been 
d one  i n  a  way o f  i m p o s i n g  a s e l f - b l i n d i n g  f r a m e w o r k  on t h e  
m a t e r i a l  b u t  has  been done so  t h a t  a i n c o h e r e n t ,  i r r e l e v a n t  and 
m e a n i n g l e s s  d e s c r i p t i o n  and a n a l y s i s  may be avo ided  ( M i l e s ,  1979, 
p.  5 9 1 ) .
The c o n c e p t u a l  t h e m e s  o f  a n a l y s i s ,  t h e r e f o r e ,  h a v e  b e e n  
grounded e m p i r i c a l l y  and c o n t e x t u a l l y  i n  t h e  a r c h i v a l  m a t e r i a l  
and y e t  be c ause  o f  t h e  c o n t in u o u s  i n t e r a c t i o n  w i t h  t h a t  m a t e r i a l .
f l e x i b i l i t y  h a s  e x i s t e d  f o r  r e v i s i n g  t h e  t o p i c s  a nd  t h e m e s  o f  
a n a l y s i s  as  t h e  r e s e a r c h  p r o g r e s s e d  (Yin,  1981, p. 6 0).
3. The Case Study Approach
A c c o u n t i n g  h i s t o r i e s ,  t a k i n g  a c a s e  s t u d y  r e s e a r c h  
a p p r o a c h ,  a r e  i n e v i t a b l y  a  m o re  m o d e s t  e n t e r p r i s e  t h a n  t h e  
n a r r a t i v e s  and  s y n t h e s e s  o f  t r a d i t i o n a l  h i s t o r i c a l  a c c o u n t s .  
H o w e v e r ,  t h e  i n - d e p t h  a n a l y s i s  o f  t h e  c a s e  s t u d y  d a t a  w i l l  be 
s e en  t o  d i s c l o s e  a complex and i n t e r e s t i n g  h i s t o r y .
H i s t o r i c a l  c a s e  s t u d i e s  a r e  n o t  t h a t  s u s c e p t i b l e  t o  t h e  
a p p l i c a t i o n  o f  e x p e r i m e n t a l  d e s i g n  a n d  c o n t r o l  u s e d  i n  t h e  
t r a d i t i o n a l  q u a s i - e x p e r i m e n t a l  r e s e a r c h  m e t h o d s .  C o n s e q u e n t l y ,  
t h e  r e s u l t s  o f  c a s e  s t u d i e s  a r e  g e n e r a l l y  l i m i t e d  i n  t h e i r
i n t e r n a l  and e x t e r n a l  v a l i d i t y .  Al though one o f  t h e  d i f f i c u l t i e s
o f  c a s e  s t u d y  r e s e a r c h  c a n  be t h a t  t h e  m e t h o d s  o f  a n a l y s i s  a r e  
n o t  t h a t  w e l l  f o r m u l a t e d  ( M i l e s ,  1979) , t h e  g e n e r a l l y  l o o s e r  and 
l e s s  w e l l - s p e c i f i e d  a p p r o a c h  i s  c o n s i d e r e d  a s t r e n g t h  o f  t h i s  
r e s e a r c h  a s  i t  a f f o r d s  t h e  p o s s i b i l i t y  f o r  r i c h ,  c o m p l e x  a n d  
i n t e r e s t i n g  d e s c r i p t i o n s  o f  a c c o u n t i n g  change.
4 .  The A rch iva l Data
The a r c h i v a l  d a t a  w h i c h  i s  t h e  b a s i s  o f  t h i s  s t u d y  i s  
l o c a t e d  i n  t h e  Adam S m i t h  B u s i n e s s  R e c o r d s  C o l l e c t i o n  i n  t h e  
a r c h i v e  o f  t h e  U n i v e r s i t y  o f  Glasgow. The a r c h i v a l  d a t a  f o r  t h e  
two c a s e  s t u d i e s  i s  r e l a t i v e l y  c o m p le te  and o f  good q u a l i t y .  The 
p r o b l e m  w i t h  any  a r c h i v a l  r e s e a r c h  i s  t h a t  t h e  a r c h i v e  i s  
s e l e c t i v e l y  d e p o s i t e d .  The company documents  f o r  t h e s e  two case  
s t u d i e s  a r e  no e x c e p t i o n .  The a r c h i v a l  m a t e r i a l ,  t h e r e f o r e ,  has  
p r o v i d e d  t h e  b o u n d a r i e s  f o r  t h e  s t u d y  and has  v e to e d  e x p l a n a t i o n s
t h a t  have no t  conformed t o  t h e  d a ta .
The a r c h i v a l  d a t a  t h a t  h a s  b e e n  e x a m i n e d  h a s  b e e n  o f  a 
f i n a n c i a l  and  n o n - f i n a n c i a l  n a t u r e .  Any m a t e r i a l  t h a t  h a s  
im p inged  on a c c o u n t i n g ,  o r  t h a t  h a s  e l u c i d a t e d  on t h e  c o n t e x t s  o f  
a c c o u n t i n g ,  has  been examined .  Th is  has  been c a r r i e d  o u t  u s in g  
t h e  i n f o r m a l  t e c h n i q u e s  a p p r o p r i a t e  t o  a r c h i v a l  r e s e a r c h  such  as  
s c a n n i n g ,  i n s p e c t i o n  and o b s e r v a t i o n .
K. INTRODUCTION TO THE CASE STUDIES
1 . S c o tla n d
S c o t l a n d  p a r t i c i p a t e d  i n  t h e  w o r l d ' s  f i r s t  wave  o f  
i n d u s t r i a l i s a t i o n  a n d  was  p a r t  o f  t h e  B r i t i s h  e m p i r e ,  w h i c h  by 
1 8 7 0 , d o m i n a t e d  t h e  w o r l d .  The W e s t  o f  S c o t l a n d ,  w h i c h  i s  t h e  
f o c u s  o f  t h i s  s t u d y ,  was a key r e g i o n  i n  t h a t  i n d u s t r i a l i s a t i o n  
p r o c e s s .  I n i t i a l l y  t h e  r e g i o n  g a in e d  i t s  w e a l t h  th rough  tobac c o  
t r a d i n g  a n d  c o t t o n  t r a d i n g  a n d  m a n u f a c t u r e .  Then i n  t h e  l a s t  
q u a r t e r  o f  t h e  n i n e t e e n t h  c e n t u r y  s t e e l ,  s h i p b u i l d i n g ,  
e n g i n e e r i n g  and t h e  c oa l  i n d u s t r i e s  p red o m in a t e d .
The West  o f  S c o t l a n d  i s  c o n s i d e r e d  t o  be a good backdrop i n  
which  t o  s t u d y  t h e  de ve lopm en t  o f  a c c o u n t i n g  i n  t h e  l a t t e r  h a l f  
o f  t h e  n i n e t e e n t h  and t w e n t i e t h  c e n t u r i e s .  T h i s  i s  because  such 
i n d u s t r i a l i s a t i o n  r e q u i r e d  c a p i t a l  a c c u m u l a t i o n  w h i c h  saw 
o r g a n i s a t i o n s  grow i n  s i z e ,  u t i l i s e  new t e c h n o l o g y ,  and deve lop  
d i f f e r i n g  a p p r o a c h e s  t o  t h e  o r g a n i s a t i o n  o f  p r o d u c t i o n  and  
t r a d i n g .  T h e s e  k i n d s  o f  c h a n g e s  p r o v i d e d  t h e  s t i m u l a s  f o r  t h e  
i n c r e a s i n g l y  p e r v a s i v e  use o f  a c c o u n t i n g .  Also,  Glasgow was one 
o f  t h e  f i r s t  a r e a s  i n  B r i t a i n  w h e r e  t h e  p r o f e s s i o n a l i s a t i o n  
p r o c e s s  o f  a c c o u n t a n t s  r e c e i v e d  f o rm a l  r e c o g n i t i o n  i n  1853.
2 .  The Time P eriod  1870 t o  1920
T h i s  t i m e  p e r i o d  i s  a n  i n t e r e s t i n g  p e r i o d  f o r  t h e  s t u d y  
o f  t h e  d e v e l o p m e n t  o f  a c c o u n t i n g .  I t  i s  a t i m e  when p r e s s u r e s  
f o r  change i n  a c c o u n t i n g  w e re  b e in g  a r t i c u l a t e d  t h rough  avenues  
s u c h  a s ,  i n c r e a s i n g  S t a t e  i n t e r v e n t i o n  i n  a c c o u n t i n g ,  t h e  
i n s t i t u t i o n a l i s a t i o n  o f  c r e d i t ,  t h e  p r o f e s s i o n a l i s a t i o n  o f  
a c c o u n t i n g ,  t h e  d e v e lo p m e n t  o f  i n t e r n a t i o n a l  b u s i n e s s ,  a nd  t h e  
i n c r e a s i n g  enc ro a c h m e n t  o f  a c c o u n t i n g  w i t h i n  o r g a n i s a t i o n s  bo th  
f o r  c o n t r o l  and a c c o u n t a b i l i t y  r e a s o n s .
3 .  James F in la y  and Company and The Champdany 
J u te  Company L im ited
J a m e s  F i n l a y  was  a  m e r c h a n t  and  m a n u f a c t u r i n g  company. 
From 1870 onwards  t h e  company expanded and d i v e r s i f i e d ,  by u s i n g  
t h e  i n v e s t m e n t  g roup-m anagem ent  agency  s t r a t e g y ,  p a r t i c u l a r l y  i n  
I n d i a .  From t h i s  p e r i o d  i n  t i m e  James F i n l a y  p r i m a r i l y  became a 
company  p r o v i d i n g  m a n a g e r i a l ,  f i n a n c i a l  and  m e r c h a n t  t r a d i n g  
s e r v i c e s .  The company was o r g a n i s e d  under  t h e  p a r t n e r s h i p  form 
o f  o r g a n i s a t i o n  u n t i l  19 0 9 ,  when  i t  b e c am e  a  p r i v a t e  l i m i t e d  
company.
J a m e s  F i n l a y  p r o v i d e s  a n  i n t e r e s t i n g  c o n t e x t  i n  w h i c h  t o  
s t u d y  t h e  d e v e l o p m e n t  o f  a c c o u n t i n g .  A c c o u n t i n g  b ecam e  a n  
i n c r e a s i n g l y  p e r v a s i v e  d e v i c e  w h i c h  was  c a l l e d  upon t o  s e r v e  a 
w ide  v a r i e t y  o f  d i f f e r e n t  and c h a ng ing  p u r p o s e s .  Of p a r t i c u l a r  
i n t e r e s t  i s  t h e  w ay  a c c o u n t i n g  w a s  u s e d  t o  a d j u d i c a t e  
d i s t r i b u t i o n a l  i s s u e s  among  e m p l o y e e s  and  p a r t n e r s ,  and t o  
o v e r c o m e  t h e  d i s t a n c e  b e t w e e n  t h e  G la s g o w  h e a d  o f f i c e  and  t h e  
o t h e r  b r a n c h e s ,  e s p e c i a l l y  t h o s e  i n  I n d i a .
A c c o u n t i n g  s e e m s  t o  h a v e  b e e n  u s e d  m o re  a s  a c o n t r o l ,  
m o t i v a t i o n a l  and  s u r v e i l l a n c e  d e v i c e  r a t h e r  t h a n  h a v i n g  a
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p r o m i n e n t  d e c i s i o n  making r o l e .  Commodity p r i c e s ,  exchange  r a t e s  
and i n t e r e s t  r a t e s  p ro v id e d  t h e  key d e c i s i o n  making i n f o r m a t i o n .
The Champdany J u t e  Company L i m i t e d  was one o f  James F i n l a y ’s 
i n v e s t m e n t  c o m p a n i e s .  I t  w as  f o u n d e d  a s  a p u b l i c  company  i n  
S c o t l a n d  i n  1873 ,  t o  o p e r a t e  j u t e  m i l l s  i n  I n d i a .  A g a i n ,  t h e  
d i s t a n c e  b e t w e e n  G l a s g o w  and  I n d i a  p r o v i d e d  a  s t i m u l u s  f o r  
a c c o u n t i n g  d e v e l o p m e n t .  T h i s  w a s  a  m a n u f a c t u r i n g  company  i n  
which  a c c o u n t i n g  i n f o r m a t i o n  was used i n  t h e  p r o d u c t i o n  p r o c e s s  
and  w as  h e a v i l y  i m p l i c a t e d  i n  d i s t r i b u t i o n a l  i s s u e s  b e t w e e n  
m a j o r i t y  and m i n o r i t y  s h a r e h o l d e r s  a s  i t  was a p u b l i c  company.
A r c h iv a l  m a t e r i a l  o f  s u f f i c i e n t  q u a l i t y  and q u a n t i t y  e x i s t s  
f o r  t h e s e  companies  f o r  t h e  t im e  p e r i o d  chosen .
F. ORGANISATION OF THE RESEARCH
O v e r a l l ,  t h e  t h e s i s  i s  o r g a n i s e d  i n  t h e  f o l l o w i n g  way.  
C h a p te r s  Two t o  Four r e v i e w  t h e  h i s t o r i c a l  a c c o u n t i n g  l i t e r a t u r e ,  
i n  an  e x p o s i t o r y  and  c r i t i c a l  m a n n e r .  C h a p t e r s  F i v e  a nd  S i x  
a d d r e s s  h i s t o r i c a l  m e t h o d  q u e s t i o n s  and  i n t r o d u c e  t h e  c a s e
s t u d i e s .  C h a p te r s  Seven and E i g h t  a r e  t h e  two s u b s t a n t i a l  c a se
s t u d i e s  and Chap te r  Nine c o n c lu d e s  t h e  t h e s i s .
More  s p e c i f i c a l l y .  C h a p t e r  Two r e v i e w s  t h e  h i s t o r i c a l  
r e s e a r c h  on company r e c o r d s  i n  t h e  U n i t ed  Kingdom i n  t h e  l a t t e r  
h a l f  o f  t h e  n i n e t e e n t h  and e a r l y  t w e n t i e t h  c e n t u r i e s .  The view 
o f  h i s t o r y  c o n t a i n e d  i n  t h i s  work i s  d e s c r i b e d  a s  an a d a p t a t i o n ,  
p r o g r e s s i v e  view.
C hapte r  Three i n t r o d u c e s  t h e  r e c e n t  o r g a n i s a t i o n a l  a w a r e n e s s  
i n  t h e  a c c o u n t i n g  h i s t o r y  l i t e r a t u r e ,  based  p r i m a r i l y  on th e  ca se  
s t u d y  w o r k  o f  J o h n s o n .  The o r g a n i s a t i o n a l  a p p r e c i a t i o n s  o f  
a c c o u n t i n g  h a v e  p r o v i d e d  a  much n e e d e d  b r o a d e r  p e r s p e c t i v e  i n
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which t o  s t u d y  a c c o u n t i n g  h i s t o r y .
C h a p t e r  F o u r  a n a l y s e s  f u r t h e r  r e c e n t  w o r k ,  t a k i n g  a m ore  
c r i t i c a l  p e r s p e c t i v e  on a c c o u n t i n g  h i s t o r y .  Th is  r e s e a r c h  v i e w s  
a c c o u n t i n g  a s  an  i n t e r e s t e d  e n d e a v o r  w i t h  d i s t r i b u t i o n a l  and  
s o c i a l  c o nsequences .  I t  p l a c e s  a c c o u n t i n g  w i t h i n  i t s  s o c i a l  and 
o r g a n i s a t i o n a l  c o n t e x t s  and  s e e k s  t o  d e s c r i b e  a  r i c h e r ,  m ore  
n u a n c e d  v i e w  o f  t h e  e m e r g e n c e  o f  a c c o u n t i n g  i n  s p e c i f i c  
h i s t o r i c a l  c o n t e x t s .
C h a p t e r  F i v e  b u i l d s  o n  t h e  v i e w s  o f  h i s t o r y  and  t h e  
m e t h o d o l o g i c a l  p o i n t s  a n a l y s e d  i n  C h a p t e r s  Two t o  F o u r .  I t  
e x p l i c a t e s  t h e  h i s t o r i c a l  method and t h e o r e t i c a l  a w a r e n e s s  used 
i n  t h i s  r e s e a r c h .  A t t e n t i o n  i s  g iv e n  t o  t h e  i n t e r r e l a t e d n e s s  o f  
t h e o r y ,  method o f  a n a l y s i s  and t h e  a r c h i v a l  d a t a .
C h a p t e r  S i x  i n t r o d u c e s  t h e  c a s e  s t u d i e s ,  e x p l a i n i n g  t h e i r  
s e l e c t i o n  a n d  t h e  c a s e  s t u d y  a p p r o a c h .  I n  C h a p t e r s  S e v e n  and  
E i g h t  t h e  J a m e s  F i n l a y  a n d  The Champdany J u t e  Company c a s e  
s t u d i e s  a r e  p r e s e n t e d .  C h a p t e r  N i n e  r o u n d s  t h e  t h e s i s  o f f  by 
s u m m a r i s i n g  t h e  c a se  s tu d y  f i n d i n g s  and p r e s e n t i n g  some th o u g h t s  
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A. INTRODUCTION
The e m p h a s i s  o f  much o f  t h e  p r i o r  r e s e a r c h  i n  a c c o u n t i n g  
h i s t o r y  has  been i n  t h e  de v e lo p m e n t  o f  t e c h n i c a l  p r a c t i c e  a s  an 
i n t e r e s t  i n  and  o f  i t s e l f .  T h i s  h a s  m e a n t  t h a t  much o f  t h e  
h i s t o r i c a l  a c c o u n t i n g  l i t e r a t u r e  h a s  examined  t h e  deve lopm ent  o f ,  
f o r  example ,  d o u b le  e n t r y  b ookke e p ing  and g e n e r a l l y  comes from 
t h e  t i m e  p e r i o d  o f  t h e  f i f t e e n t h  t o  t h e  e nd  o f  t h e  e i g h t e e n t h  
c e n t u r i e s ,  ( S e e  f o r  e x a m p l e ,  P e r a g a l l o  (19 5 6 )  and  de R o o v e r  
( 1 9 5 6 ) ) .  T h i s  r e s e a r c h  h a s ,  i n  som e c a s e s ,  t a k e n  a w i d e r  
v i e w p o i n t  by e x a m i n i n g  t h e  r o l e  o f  d o u b l e  e n t r y  b o o k k e e p i n g  i n  
t h e  de v e lo p m en t  o f  c a p i t a l i s m .  1 Yet,  i t  i s  con tended  by P a r k e r  
( 1 9 8 1 ) and  Hopwood (19 8 1 )  t h a t  f o r  t h e  n i n e t e e n t h  and e a r l y  
t w e n t i e t h  c e n t u r i e s ,  key  u n d e r - r e s e a r c h e d  a r e a s  e x i s t .  One o f  
t h e s e  a r e a s  i s  t h e  emergence  o f  i n t e r n a l  and e x t e r n a l  a c c o u n t in g  
p r a c t i c e s  i n  o r g a n i s a t i o n s  i n  t h i s  t i m e  p e r i o d .
The i d e a  t h a t  a c c o u n t i n g  h a s  n o t  d e v e l o p e d  i n  a vacuum b u t  
h a s  d e v e l o p e d  w i t h i n  a b r o a d e r  f r a m e w o r k  o f  o r g a n i s a t i o n a l ,  
i n s t i t u t i o n a l ,  p o l i t i c a l ,  s o c i a l ,  a nd  c u l t u r a l  i n f l u e n c e s ,  h a s  
been r e c o g n i s e d  t o  v a r y i n g  d e g r e e s  w i t h i n  t h e  l i t e r a t u r e .  S a i t o  
( 1983) has  s u g g e s t e d  t h a t  t h e  t r a d i t i o n a l  approach  o f  a c c o u n t in g  
h i s t o r i a n s  a s  t o  how t h e  e n v i r o n m e n t  i n f l u e n c e s  a c c o u n t i n g  i s  
d i r e c t l y  t h r o u g h  a c c o u n t i n g  r e g u l a t i o n s ,  s o  t h a t  a c c o u n t i n g  
p r a c t i c e s  o b e y  o r  a r e  f o r c e d  t o  o b e y ,  a c c o u n t i n g  r e g u l a t i o n s ,
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which may change i n  r e s p o n s e  t o  chang ing  e n v i r o n m e n t a l  c o n d i t i o n s  
( s e e  F i g u r e  1).
E nv i ro n m e n ta l  C o n d i t io n s
V
A cc o u n t in g  R e g u l a t i o n s
V
A cc o u n t in g  P r a c t i c e s  
F ig u re  1
T r a d it io n a l View o f  th e  A ccounting Environment
S o u r c e :  S .  S a i t o ,  " A s s e t  R e v a l u a t i o n  and Cost  Bas is :
C a p i t a l  R e v a l u a t i o n  i n  C o r p o r a t e  F i n a n c i a l  
R e p o r t s , "  The A c c o u n t in g  H i s t o r i a n s  
J o u r n a l . Vo l .  10,  No. 1, S p r i n g ,
1983,  p .  3.
T h i s  i s  a  l i m i t e d  v i e w  o f  t h e  e n v i r o n m e n t  o f  a c c o u n t i n g  
be c ause  e n v i r o n m e n t a l  i n f l u e n c e s  can o n ly  be a r t i c u l a t e d  t h ro u g h  
r e g u l a t i o n ,  a n d  r e g u l a t o r y  i n f l u e n c e s  a r e  e l e v a t e d  above o t h e r  
f a c t o r s  t h a t  a r e  e q u a l l y  i m p o r t a n t  i n  t h e  a c c o u n t i n g  env i ro n m en t .  
S a i t o  (1 9 8 3 )  g o e s  on t o  s u g g e s t  t h a t  a m o re  d y n a m i c  a p p r o a c h  i s  
n e e d e d  f o r  e x a m i n i n g  t h e  e n v i r o n m e n t a l  d e t e r m i n a n t s  o f  
a c c o u n t i n g .  T h i s  means s e e i n g  a c c o u n t i n g  r e g u l a t i o n  as on ly  one 
o f  many i n f l u e n c e s  i n  t h e  e n v i r o n m e n t .
T h i s  a w a r e n e s s  o f  a c c o u n t i n g ’s e n v i r o n m e n t  and  how i t  h a s  
e x p a n d e d  and  b r o a d e n e d  d u r i n g  t h e  p e r i o d  u n d e r  s t u d y  h a s  b e e n  
a r t i c u l a t e d  by a c c o u n t i n g  h i s t o r i a n s .  L i t t l e t o n  s u g g e s t s  t h a t  
" a c c o u n t i n g  o r i g i n a t e d  i n  know n c i r c u m s t a n c e s  i n  r e s p o n s e  t o  
known n e e d s ;  . . . i t s  c h a n g e s  ca n  be e x p l a i n e d  i n  t e r m s  o f
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f o r c e s  c u r r e n t  a t  t h a t  t i m e "  (1933» p. 3 6 2 ) .  L i t t l e t o n  and  
Zimmerman s t a t e  t h a t  a c c o u n t i n g  " deve lopm en t  i s  r e l a t i v e  t o  t h e  
t i m e s  . . . i d e a s  which  f o s t e r e d  changes i n  a c c o u n t in g  t e c h n o l o g y  
w e r e  c o n t e m p o r a r y  i d e a s  a n d ,  t h e r e f o r e  s t r o n g l y  i n f l u e n c e d ,  
p e r h a p s  g e n e r a t e d ,  by t h e  s u r r o u n d i n g  c o n d i t i o n s  and t h e  needs  o f  
t h e  t i m e s "  ( 1 9 6 2 ,  p . 252) .
P a r k e r  ( 1 9 7 8 ,  p. 53)  s t a t e s  t h a t  a c c o u n t a n c y ,  a s  we know i t  
t o d a y ,  i s  a p r o d u c t  o f  t h e  n i n e t e e n t h  c e n t u r y  and t h a t  a c c o u n t i n g  
h a s  d e v e l o p e d  i n  r e s p o n s e  t o  t h e  n e e d s  o f  a  c o m p l e x  and  e v e r -  
c h a n g i n g  c o m m e r c i a l  a nd  i n d u s t r i a l  s o c i e t y .  Hudson  (1 9 7 7 )  and  
t e n  Have (1 9 7 6 )  a l s o  s u g g e s t  t h a t  a c c o u n t i n g  h a s  d e v e l o p e d  i n  
r e s p o n s e  t o  p a r t i c u l a r  and i n d i v i d u a l  needs .
P r e v i t s  (1 9 7 2 )  h a s  a l s o  s t r e s s e d  t h e  n e e d  t o  c o n s i d e r  t h e  
e n v i r o n m e n t  i n  e v a l u a t i n g  c o m p a r a t i v e  f i n a n c i a l  a c c o u n t i n g  
t h o u g h t  i n  America.  He r e c o g n i s e d  t h e  p ro found  i n f l u e n c e s ,  bo th  
e c o n o m i c  a n d  s o c i a l ,  b o t h  d i r e c t  a n d  i n d i r e c t ,  o f  t h e  
c o n d i t i o n i n g  e n v i r o n m e n t .  P r e v i t s  and  M e r i n o  (1979» p. v i i )  
l i k e w i s e  s t a t e d  t h a t ,  i n  w r i t i n g  t h e i r  b ook  on t h e  h i s t o r y  o f  
a c c o u n t i n g  i n  America,  t h a t  each  e r a  examined  c o n s i d e r s  s o c i a l ,  
p o l i t i c a l ,  e c o n o m i c  and  p e r s o n a l  e l e m e n t s  and i n  d o i n g  s o  t h e  
a u t h o r s  c o n s i d e r  a c c o u n ta n c y  t o  be a unique  d i s c i p l i n e ,  wh ich has  
e v o l v e d  f r o m  a c o m p l e x  f a b r i c  o f  i n f l u e n c e s ,  and w h i c h  h a s  
i n c r e a s i n g l y  p l a y e d  a v i t a l  r o l e  i n  t h e  American way o f  l i f e .
Such i d e a s  s e t  up a  f a l s e  d u a l i s m  be tw een  a c c o u n t i n g  and i t s  
e n v i r o n m e n t .  No m e n t i o n  i s  made o f  how a c c o u n t i n g ,  i n  t u r n ,  
i n f l u e n c e s  t h e  econom ic  and s o c i a l  en v i ro n m en t .  This  l a c k  o f  an 
i n t e r a c t i v e  p e r s p e c t i v e  on a c c o u n t i n g  and  i t s  e n v i r o n m e n t  i s  
p r o b l e m a t i c  under  a l l  f u n c t i o n a l i s t  e x p l a n a t i o n s  o f  a c c o u n t i n g .
B e f o r e  e x p l a i n i n g  a n d  c r i t i q u i n g  t h i s  f u n c t i o n a l i s t  
e x p l a n a t i o n  o f  a c c o u n t i n g  de v e lo p m en t ,  t h i s  c h a p t e r  w i l l  f i r s t l y
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l i s t  e x i s t i n g  a c c o u n t i n g  m e t h o d s  t h a t  w e r e  i n  g e n e r a l  u se  o r  
a v a i l a b l e  f o r  u s e  a t  t h e  t u r n  o f  t h e  n i n e t e e n t h  c e n t u r y ;  
s e c o n d l y ,  a r e v i e w  o f  r e s e a r c h  t h a t  h a s  e x a m i n e d  e x t a n t  
a c c o u n t i n g  r e c o r d s  i n  t h e  U n i t e d  Kingdom w i l l  be made.
B. ACCOUNTING METHODS EXISTING AT THE TURN OF THE NINETEENTH 
CENTURY
A ccoun t ing  m ethods  have been c l a s s i f i e d  by P o l l a r d  (1965,  Ch. 
6) a s  f o l l o w s :
1. M a s t e r  and S t e w a rd  Sys tem Th is  was based  on t h e  n o t i o n  
o f  s t e w a r d s h i p  o f  t h e  s e r v a n t  t o w a r d s  t h e  p r o p r i e t o r  and  
d e v e lo p e d  l a r g e l y  i n  t h e  a d m i n i s t r a t i o n  o f  l a r g e  l a n d e d  e s t a t e s .  
T h i s  m e d i e v a l  m a n o r i a l  a c c o u n t i n g  s y s t e m  was  b a s e d  a r o u n d  t h e  
c h a r g e  and  d i s c h a r g e  a c c o u n t .  T h i s  a c c o u n t  was  d e v e l o p e d  i n  
f i f t e e n t h  c e n t u r y  S c o t l a n d  by g o v e r n m e n t  a c c o u n t a n t s ,  t h e n  
ad o p te d  by m a n o r i a l  s t e w a r d s  and l a t e r  used by e x e c u t o r s  i n  t h e  
e i g h t e e n t h  c e n t u r y  ( C h a t f i e l d ,  19 7 7 ,  p. 2 5 ) .  B a x t e r  (1 9 8 0 ,  p. 
6 9 )  s t a t e s  t h a t  i t  was  u s e d  by t h e  B r i t i s h  g o v e r n m e n t  i n  t h e  
n i n e t e e n t h  c e n t u r y  a n d  e v e n  u s e d  f o r  t r u s t  a c c o u n t i n g  i n  t h e  
t w e n t i e t h  c e n t u r y .
The s t e w a r d  w as  c h a r g e d  w i t h  t h e  sums f o r  w h i c h  he was  
r e s p o n s i b l e  and i n  t u r n  d i s c h a r g e d  o f  h i s  l e g i t i m a t e  p a y m e n t s ;  
t h e  b a l a n c e  a t  t h e  end  o f  t h e  p e r i o d  show ed  w h a t  he  m u s t  h a n d  
o v e r  t o  h i s  l o r d  o r  k e e p  i n  h i s  c h a r g e  f o r  t h e  n e x t  p e r i o d .  The 
f o r m  o f  t h e  a c c o u n t  b e c a m e  s t a n d a r d  on B r i t i s h  l a n d e d  e s t a t e s ,  
and  h a d  b e e n  r o u t i n i s e d  t o  t h e  e x t e n t  o f  b e i n g  i n c l u d e d  i n  
t e x t b o o k s  on l a n d  s t e w a r d s h i p .  The main  and obv ious  a c h ie ve m e n t  
o f  t h e  s y s t e m  w as  i t s  c h e c k  a g a i n s t  any  d i s h o n e s t  d e a l i n g s  o r  
e m b e z z l e m e n t  by t h e  s t a f f  o f  t h e  e s t a t e .  I t  p r o v i d e d  t h e  
l a n d l o r d  w i t h  a g e n e r a l  v iew  o f  t h e  e s t a t e  and s i n c e  i t e m s  such
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a s  i n c o m e s ,  r e n t ,  s a l e s  o f  t i m b e r ,  e t c .  w e r e  c l a s s i f i e d  i n  a
common se n se  way, he cou ld  compare e x p e n d i t u r e  o r  movements  i n
r e n t s  o v e r  t h e  y e a r s .  Even though  t h i s  sy s tem  was w e l l  s u i t e d  t o
t h e  l a n d e d  e s t a t e  and u s e d  by i n d u s t r i e s  d e v e l o p e d  f r o m  t h e
e s t a t e s  t h e m s e l v e s  such as  m in e s ,  c a n a l s ,  and i r o n w o r k s ,  i t  was
d e f e c t i v e  f o r  t h e  i n d u s t r i a l  c o n c e r n .  T h i s  was b e c a u s e  t h e
c h a r g e  a nd  d i s c h a r g e  s y s t e m  h a d  no c a p i t a l  a c c o u n t ,  made no
d i s t i n c t i o n  be tw een  c a p i t a l  and r ev e n u e  e x p e n d i t u r e s ,  and f a i l e d
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t o  d e t e r m i n e  t o t a l  income o r  r e t u r n  on i n v e s t m e n t .
2 ,  M e r c a n t i l e  S y s t e m  T h i s  s y s t e m  a r o s e  o u t  o f  t h e  
p r a c t i c e s  o f  o v e r s e a s  m e r c h a n t s  and  b a n k e r s  e s p e c i a l l y  i n  t h e  
f o u r t e e n t h ,  f i f t e e n t h  and  s i x t e e n t h  c e n t u r i e s  i n  I t a l y .  T h i s  
s y s t e m  was  u s u a l l y  a s s o c i a t e d  w i t h  d o u b l e  e n t r y  b o o k k e e p i n g ,  
a l t h o u g h  i t  i s  q u e s t i o n a b l e  how w i d e s p r e a d  t h e  u se  o f  d o u b l e  
e n t r y  b o o k k e e p i n g  w as  a t  t h e  t u r n  o f  t h e  n i n e t e e n t h  c e n t u r y  i n  
B r i t a i n .  3 M e r c a n t i l e  a c c o u n t i n g  w as  d e s i g n e d  t o  e l i m i n a t e  
e r r o r s ,  p r e v e n t  e m b e z z l e m e n t  and  e s t a b l i s h  t h e  v a l u e  o f  a 
b u s i n e s s  f o r  p r o b a t e  o r  s i m i l a r  p u r p o s e s .  I n  t h i s  r e s p e c t ,  i t  
p roved  u s e f u l  t o  i n d u s t r i a l  c o n c e r n s  i n  t h e  n i n e t e e n t h  c e n tu r y .  
Also w h i l e  c o n t r o l l i n g  d i s t a n t  a g e n t s ,  m erc h an t s  t o  some e x t e n t  
used s t e w a r d s h i p  a c c o u n t i n g  o f  t h e  t y p e  used f o r  l a n d e d  e s t a t e s .
The m e r c h a n t s  w e r e  i n t e r e s t e d  i n  p r o f i t s  b u t  t h e r e  was no 
s e n s e  i n  w h i c h  t h e y  r e l a t e d  t h o s e  p r o f i t s  w i t h  any f i x e d  
i n v e s t m e n t  o r  c a p i t a l  o f  a  f i r m  as  a whole.  T h e i r  c a l c u l a t i o n s  
s h o w e d  t h e  c o s t s  a n d  r e t u r n s  f r o m  i n d i v i d u a l  j o u r n e y s ,  o r  
i n d i v i d u a l  c o m m o d i t i e s ,  and w ere  d e s ig n e d  t o  a l l o w  an a p p r o p r i a t e  
d i v i s i o n  o f  p r o f i t s  among t h e  s h i f t i n g  groups o f  a s s o c i a t e s  f o r  
e a c h  s e p a r a t e  v e n t u r e .  T h i s  s y s t e m ’ s d e f i c i e n c i e s  t h e n  w e r e  
s i m i l a r  t o  t h e  m a s t e r - s t e w a r d  s y s t e m  o u t l i n e d  above. C a p i t a l  and
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r e v e n u e  e x p e n d i t u r e  was  n o t  d i s t i n q u i s h e d  and  a s  a f i r m ’s l i f e  
l a s t e d  th ro u g h  many v e n t u r e s ,  i t  was n o t  p r a c t i c a l  t o  w a i t  u n t i l  
l i q u i d a t i o n  t o  p r e p a r e  f i n a n c i a l  s t a t e m e n t s .
Although t h i s  sys te m  was a v a i l a b l e  t o  t h e  i n d u s t r i a l i s t  a t  
t h e  t u r n  o f  t h e  n i n e t e e n t h  c e n t u r y ,  i t  i s  p r o b l e m a t i c  a s  t o  how 
w i d e s p r e a d  i t s  use  was  a t  t h a t  t i m e .  H ow e ver ,  i t  was  a l i k e l y  
sy s te m  f o r  a d a p t a t i o n  by t h e  i n d u s t r i a l i s t .
3. The P u t t i n g - O u t  Svs tem T h i s  sys te m  was deve loped  i n  t h e  
e i g h t e e n t h  c e n t u r y  by t h e  i m m e d i a t e  p r e d e c e s s o r s  o f  t h e  f a c t o r y -  
owners .  I t  was p r i m a r i l y  used t o  c o n t r o l  m a t e r i a l s  handed o v e r  
t o  t h e  o u t w o r k e r s ,  r e n t  on t h e i r  e qu ipm e n t  ( i f  any ) ,  and on t h e  
workm ansh ip  o f  t h e  f i n i s h e d  goods handed back.  Again t h e r e  was 
no f i x e d  c a p i t a l  w o r th  s p e a k i n g  o f  and no c o s t i n g  p r o b le m s ,  such  
a s  c o s t s  v a r y i n g  w i t h  o u t p u t .
P o l l a r d  ( 1 9 6 5 ,  pp.  2 1 4 - 2 1 5 )  s u g g e s t s  t h i s  l a s t  m e t h o d ,  a t  
t h e  end o f  t h e  e i g h t e e n t h  c e n t u r y ,  had evo lved  i n  r e s p o n s e  t o  t h e  
p r a c t i c a l  needs  o f  b u s i n e s s ;  w h e r e a s  t h e  p r e v i o u s  two methods had 
d e v e l o p e d  i n t o  a body o f  d o c t r i n e  t a u g h t  a n d  t r a n s m i t t e d  by 
p r a c t i t i o n e r s  and t e x t b o o k  w r i t e r s .
P o l l a r d  ( 1963) h a s  r e v i e w e d  r e s e a r c h  on company r e c o r d s  up 
t o  a b o u t  1830. He examined  c a p i t a l  a c c o u n t i n g  p r o c e d u r e s  d r a w in g  
p r i m a r i l y  on t h e  r e s e a r c h  o f  economic  h i s t o r i a n s .  He c onc lude s  
t h a t  up t o  1830 t h e  g r o w t h  o f  f i x e d  c a p i t a l  i n  t h e  i n d u s t r i a l  
r e v o l u t i o n  d i d  n o t  b r i n g  a b o u t  any  g e n e r a l  r a t i o n a l i s a t i o n  i n  
a c c o u n t i n g  p r a c t i c e s ;  r a t h e r  g r e a t  v a r i e t y  e x i s t e d  (1963, p. 91). 
"Each f i r m  p r o g r e s s e d  a t  i t s  own speed ,  n e i g h b o u r i n g  f i r m s  m ig h t  
be d e c a d e s  a p a r t  i n  t h e i r  d e v e l o p m e n t ,  and g e n e r a l i s a t i o n  i s ,  
t h e r e f o r e ,  v i r t u a l l y  i m p o s s i b l e "  ( P o l l a r d ,  1965 ,  p. 2 15) .  He 
s u g g e s t s ,  how ever ,  t h a t  f o u r  main  deve lopm en ts  can be d e t e c t e d  i n  
t h e  n i n e t e e n t h  c e n tu r y .  The f i r s t  was t h e  a d o p t i o n  o f  r e g u l a r ,
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p e r i o d i c  r e t u r n s  i n  p l a c e  o f  t h e  ad h o c ,  w a s t e  book o r  j o u r n a l  
t y p e  o f  b o o k k e e p i n g  and  f o r c i n g  o f  t h e  n a t u r a l  r h y t h m  o f  w ork  
i n t o  r e g u l a r  p e r i o d s  o f  t i m e .  S e c o n d l y ,  a c c o u n t i n g  h a d  some 
s e v e r e l y  p r a c t i c a l  t a s k s ,  s u c h  a s  t h e  d e t e c t i o n  o f  e r r o r  o r  
f r a u d .  F u r t h e r ,  what  was p a r t i c u l a r l y  s i g n i f i c a n t  i n  t h i s  p e r i o d  
was  t h e  g r o w i n g  p r e s s u r e  f o r  t h e  u se  o f  a c c o u n t a n c y  i n  c o s t i n g  
and i n  a i d i n g  management  d e c i s i o n s .  T h i r d l y ,  t h e  deve lopment  o f  
e a r l y  a t t e m p t s  o f  c o s t  a c c o u n t i n g  c a n  be s e e n  and  f i n a l l y ,  t h e  
d e t e r m i n a t i o n  o f  t o t a l  c o s t s  and p r o f i t s  o f  a  f i r m  evo lved.
C. A REVIEW OF RESEARCH ON THE DEVELOPMENT OF EXTERNAL 
ACCOUNTING PRACTICES IN THE NINETEENTH AND EARLY 
THBITIETH CENTURIES IN THE UNITED KINGDOM
The p r i m a r y  d a t a  o f  t h i s  s t u d y  i s  company  r e c o r d s .  I t  i s  
a p p r o p r i a t e ,  t h e r e f o r e ,  t o  r e v i e w  r e s e a r c h  t h a t  r e l a t e s  t o  work 
on company r e c o r d s  w i t h i n  t h e  U n i t e d  Kingdom f o r  t h e  n i n e t e e n t h  
a n d  e a r l y  t w e n t i e t h  c e n t u r i e s .  The f o c u s  o f  much o f  t h i s  
r e s e a r c h  h a s  been on e x t e r n a l  a c c o u n t i n g  p r a c t i c e s .  Only l i m i t e d  
r e s e a r c h  has  been c a r r i e d  o u t  on company a r c h i v e s  i n  a c c o u n t i n g  
h i s t o r y  s i n c e  t h e  I830*s  o n w a r d s .  E d w a r d s  a n d  B a b e r  ( 1 9 7 9 )  
p r o v i d e  one o f  t h e  f i r s t  s t u d i e s  ex a m in in g  a company’s  r e c o r d s  i n  
d e t a i l .  They e x a m i n e d  t h e  a c c o u n t i n g  p o l i c i e s  and  p r o c e d u r e s  
employed by t h e  management  o f  t h e  Dowla is  I r o n  Company from a bou t  
t h e  I 8 3 0 ’s  t o  t h e  end  o f  t h e  n i n e t e e n t h  c e n t u r y .  They u s e d ,  
among o t h e r  m a t e r i a l ,  company a r c h i v e s  l o c a t e d  i n  t h e  Glamorgan 
R e c o r d  O f f i c e .  A b r i e f  h i s t o r y  o f  t h e  company  i s  g i v e n ,  
h i g h l i g h t i n g  t h e  main  p o i n t s  o f  o r g a n i s a t i o n a l  deve lopm en t ,  such 
a s ,  b e in g  made a l i m i t e d  l i a b i l i t y  company i n  1889.
T he  a c c o u n t i n g  p o l i c i e s  a n d  p r o c e d u r e s  f o r  p r o f i t  
m e a s u r e m e n t  a nd  r e p o r t i n g  p u r p o s e s  w e r e  e x a m i n e d .  D i s c l o s u r e
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w i t h i n  t h e  a n n u a l  a c c o u n t s  o v e r  t i m e  was  m o n i t o r e d  w i t h  
p a r t i c u l a r  e m p h a s i s  on t r e a t m e n t  o f  c a p i t a l  e x p e n d i t u r e .  No 
s y s t e m a t i c  d e p r e c i a t i o n  a c c o u n t i n g  was  a p p l i e d  by t h e  c om pa ny ,  
w i t h  t h e  r e s u l t  t h a t  t h e  p r o f i t  f i g u r e  o b t a i n e d  each y e a r  had t o  
b e a r  a l l  c a p i t a l  and  r e v e n u e  e x p e n d i t u r e  i m m e d i a t e l y  a s  s u c h  
e x p e n s e  was  i n c u r r e d .  T h i s  m e a n t  t h a t  p r o f i t s  were c a u t i o u s l y  
k e p t  down s o  a s  t o  p r o v i d e  f o r  f u t u r e  o u t l a y s .  T h i s  s y s t e m  o f  
c a p i t a l  a c c o u n t i n g  c o n t r i b u t e d  t o  t h e  f i r m  g row ing  t o  an immense 
s i z e  w i t h  v i r t u a l l y  no r e c o u r s e  w h a t s o e v e r  t o  e x t e r n a l  f i n a n c e .  
T h i s ,  s u g g e s t s  t h e  a u t h o r s ,  was t h e  r e a s o n  t h a t  t h e  j o i n t - s t o c k  
company was fo rm ed  r e l a t i v e l y  l a t e  i n  c o m pa r i son  t o  o t h e r  i r o n  
c o m p a n i e s  ( 1 9 7 9 ,  p. 149) .  O t h e r  w o r k  on  t h i s  sam e  company  was  
u n d e r t a k e n  by J o n e s  ( 1 9 7 8 ) .  H i s  s t u d y  e x a m i n e d  p r o f i t  
m e a s u r e m e n t  b e t w e e n  1831 t o  i8 6  0. The s t u d y  m e r e l y  l i s t s  
a c c o u n t i n g  p r a c t i c e s  and changes  w i t h o u t  s u g g e s t i n g  r e a s o n s  f o r  
t h e  changes .
E d w a r d s  ( 1 9 8 0 )  c a r r i e d  o u t  a n o t h e r  c a s e  s t u d y  on a n o t h e r  
i r o n  co m p a n y  ( S h e l t o n  Bar  I r o n  Company) f r o m  1852 t o  1919.  
A c c o u n t i n g  p r a c t i c e s  r e l a t i n g  t o  d e p r e c i a t i o n  and c a p i t a l  were 
examined .  D e p r e c i a t i o n  was v i e w e d  a s  an a p p r o p r i a t i o n  o f  p r o f i t s  
r a t h e r  t h a n  a n  e x p e n s e .  T h e r e  w as  no c o n s i s t e n t  m e t h o d  o f  
d e p r e c i a t i o n  bu t  r a t h e r  t h e  amount  d e s c r i b e d  as  d e p r e c i a t i o n  was 
f i x e d  i n  l i n e  w i t h  e x t e r n a l  r e p o r t i n g  r e q u i r e m e n t s ,  and  
t h e r e f o r e ,  depended on t h e  l e v e l  o f  p r o f i t s .  There was t h e  same 
k in d  o f  f l e x i b i l i t y  w i t h  c a p i t a l  e x p e n d i t u r e .  These f i n d i n g s  l e d  
E d w a r d s  t o  s u g g e s t  t h a t  t h e  a c c o u n t i n g  p r a c t i c e s  and  l e v e l  o f  
d i s c l o s u r e  w e r e  t h o s e  b e s t  s u i t e d  t o  t h e  f u l f i l l m e n t  o f  
m a n a g e r i a l  g o a l s  and  t h e y  c e r t a i n l y  w e r e  n o t  d i c t a t e d  by b e s t  
p r a c t i c e  o r  a ny  d e s i r e  f o r  c o n s i s t e n c y  ( 1980,  p. 2 4 2 ) .  T h i s  can
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be s e e n  i n  t h e  f i n a n c i n g  o f  t h e  company. Management’s c h o ic e  o f  
a c c o u n t i n g  p r a c t i c e s  was t o  a t t r a c t  s u f f i c i e n t  f i n a n c e  i n  o r d e r  
t o  s t a y  i n  b u s i n e s s .  Management ,  s u g g e s t s  Edwards,  chose b e tw een  
r e t a i n i n g  p r o f i t s  i n  t h e  b u s i n e s s  and p o r t r a y i n g  r e s u l t s  i n  o r d e r  
t o  a t t r a c t  e x t e r n a l  f u n d s .  I n  f a c t ,  a s  t h e  c om pany  g o t  i n t o  a 
b e t t e r  f i n a n c i a l  p o s i t i o n  t h e r e  was more co n c ea lm e n t  r a t h e r  t h a n  
d i s c l o s u r e ,  s h o w i n g  t h e  m a n a g e m e n t ’s r e l i a n c e  on  i n t e r n a l l y ,  
r a t h e r  t h a n  e x t e r n a l l y ,  g e n e r a t e d  f u n d s  ( 1 9 8 0 ,  p.  2 5 7 ) .  
F u r t h e r m o r e ,  E d w a r d s  s u g g e s t s  t h i s  i n d i c a t e s  a  t r e n d  t o w a r d s  
c o n s e r v a t i s m  and  u n d e r s t a t e m e n t  -  a t r e n d  w h i c h  r e m a i n e d  
unchecked  u n t i l  t h e  Royal  Mail  c a se  i n  1929 (1980,  p. 257).
Edwards (1981) c o n t i n u e d  h i s  s tu d y  o f  companies  w i t h i n  t h e  
i r o n  a nd  s t e e l  i n d u s t r y .  He e x a m i n e d  t w e l v e  c o m p a n i e s ’ a n n u a l  
a c c o u n t s  f rom 1900 t o  1940. For  two o f  t h e  companies  examined,  
t h e  i n t e r n a l  a c c o u n t i n g  r e c o r d s  were s t u d i e d  i n  o r d e r  t o  o b t a i n  
some e x p l a n a t i o n  f o r  t h e  e x t e r n a l  r e p o r t i n g  p r o c e d u r e s  employed 
by management .  The s t u d y  e x a m i n e d  w h i c h  a c c o u n t i n g  p r o c e d u r e s  
w e r e  a d o p t e d ,  w h e r e  t h e y  w e r e  u t i l i s e d  and  t h e  d a t e s  when  t h e y  
found f a v o u r .  The r e s u l t s  o f  t h e  r e s e a r c h  were p r e s e n t e d  w i t h i n  
f o u r  b r o a d  c a t e g o r i e s ,  b e i n g  t h e  r a n g e  o f  f i n a n c i a l  r e p o r t s  
p u b l i s h e d ,  m e t h o d s  o f  p r e s e n t a t i o n  a d o p t e d ,  v a l u a t i o n  b a s e s  
f o l l o w e d  and l e v e l s  o f  d i s c l o s u r e .
The m a i n  e m p h a s i s  o f  t h e  s t u d y  was t o  c o m p a r e  p r e v a i l i n g  
l e g a l  r e q u i r e m e n t s ,  r e l a t i n g  t o  a c c o u n t i n g ,  w i t h  a c t u a l  p r a c t i c e  
and  o b s e r v e  t h e  d i f f e r e n c e s .  The p a p e r  d o e s  n o t  e x p l a i n  why 
d i r e c t o r s  v o l u n t a r i l y  p u b l i s h e d  m ore  t h a n  t h e y  w e r e  l e g a l l y  
r e q u i r e d  t o  d i s c l o s e ,  a l t h o u g h  i t  d o e s  s p e c u l a t e  t h a t  
m a n a g e m e n t ’s r e s p o n s e  t o  t h e  dem and  f o r  f i n a n c i a l  i n f o r m a t i o n  
c o u l d  w e l l  be a p o w e r f u l  e x p l a n a t o r y  v a r i a b l e  ( 1 9 8 1 ,  p. 54 ) .  
Edwards,  t h e r e f o r e ,  e x p l a i n s  t h e  e x i s t e n c e  o f  e x t e r n a l  a c c o u n t i n g
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p r a c t i c e s  i n  t e r m s  o f  l e g a l  r e q u i r e m e n t s  and t h e  d i v e r s i t y  o f  
m a n a g e r i a l  r e s p o n s e  t o  t h e  demand f o r  i n f o r m a t i o n .
A f u r t h e r  c a se  s t u d y ,  e x a m in in g  company r e c o r d s  i n  t h e  i r o n  
and  s t e e l  i n d u s t r y  was  u n d e r t a k e n  by E d w a r d s  and  Webb ( 1 9 8 2 ) .  
The W igan  Coal  a n d  I r o n  Company a c c o u n t i n g  and  r e p o r t i n g  
p r a c t i c e s  w e re  examined  from 1865 t o  1929, because  t h e  company 
was an  example  o f  an e a r l y  l i m i t e d  l i a b i l i t y  company which  made 
s i g n i f i c a n t  i n v e s t m e n t  i n  l o n g - l i v e d  a s s e t s .  A g a i n ,  t h e  
u n d e r l y i n g  t h e s i s  o f  t h e  a u t h o r s  w as  t h a t  t h e  p r e v a i l i n g  l e g a l  
r e q u i r e m e n t s  a nd  m a n a g e m e n t  c h o i c e  o f  a c c o u n t i n g  m e t h o d s  i n  
a c c o r d a n c e  w i t h  t h e i r  o b j e c t i v e s ,  were  t h e  main  i n f l u e n c e s  on t h e  
deve lopm en t  o f  e x t e r n a l  a c c o u n t i n g  p r a c t i c e s .  The a u t h o r s  went  
on t o  s u g g e s t  t h a t  t h r o u g h o u t  t h e  p e r i o d  under s t u d y  management ,  
r a t h e r  t h a n  s t a t u t o r y  a u t h o r i t y ,  was  t h e  dom inan t  i n f l u e n c e  on 
c o r p o r a t e  r e p o r t i n g  p r a c t i c e s  (1982,  p. 273).
The m os t  r e c e n t  Edward’s  s tu d y  examined t h e  deve lopm ent  o f  
group a c c o u n t i n g  i n  t h e  U n i t e d  Kingdom t o  1933 (Edwards and Webb, 
1984). Again a  s u rv e y  o f  annua l  a c c o u n t s  was u n d e r t a k e n  a g a i n s t  
t h e  economic  background  o f  m e r g e r  a c t i v i t y .  A l t h o u g h  1910 w a s  
t h e  f i r s t  i n s t a n c e  o f  group a c c o u n t i n g  d i s c o v e r e d  by t h e  s tu d y ,  
w h o l e s a l e  a d o p t i o n  o f  t h e  m e t h o d  was  s l o w  b e c a u s e  o f  t h e  
p e r v a s i v e  d e s i r e  by management  f o r  s e c r e c y  i n  t h e  e a r l y  t w e n t i e t h  
c e n t u r y .  A n o t h e r  r e a s o n  s u g g e s t e d  by t h e  s t u d y  w a s  t h e  
a c c o u n t i n g  p r o f e s s i o n ’s r e l u c t a n c e  t o  be i n n o v a t i v e  and t o  l e a d  
p r a c t i c e  (1984 ,  p .  4 7 ) .
Mason  (1 9 8 1 )  s t u d i e d  a c c o u n t i n g  d e v e l o p m e n t  w i t h i n  t h r e e  
m e d i u m - s i z e d  b r e w i n g  f i r m s  f r o m  1882 t o  1914.  He e x a m i n e d  
t u r n o v e r ,  t h e  amount  o f  f i x e d  c a p i t a l  and t h e  s p r e a d  o f  ow ne r sh ip  
w i t h i n  e a c h  com pany .  He s u g g e s t e d  t h a t  d e f i c i e n c y  i n  p r o f i t
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m e a s u r e m e n t  c o u l d  w e l l  h a v e  b e e n  r e m e d i e d  by s u f f i c i e n c y  o f  
d i s c l o s u r e  p r i o r  t o  1900 .  The d i r e c t o r s  w e r e  e x p l i c i t  i n  
e x p l a i n i n g  t h e i r  d e p r e c i a t i o n  m ethods  used even when i t  was used 
a s  a means o f  sm o o th in g  income.  Mason no ted ,  w i t h  i n t e r e s t ,  t h a t  
a r e a s o n  f o r  sm o o th in g  incom e may have  been due t o  the  managing 
d i r e c t o r ’ s  r e m u n e r a t i o n  b e i n g  c a l c u l a t e d  a s  a p e r c e n t a g e  o f  
p r o f i t s .  ^
I n  c o n c l u d i n g  h i s  s t u d y ,  Mason s t a t e d  t h a t  t h e  l e v e l  o f  
d i s c l o s u r e  was f a i r l y  h ig h ;  p r o f i t  m easurem ent  d i d  no t  have t h e  
i m p o r t a n c e  i t  l a t e r  a c q u i r e d ;  t h e  s t a n d a r d  o f  r e c o r d  k e e p ing  and 
q u a l i t y  o f  a c c o u n t i n g  i n f o r m a t i o n  a v a i l a b l e  t o  m a n a g e m e n t  was 
i m p r e s s i v e ;  a n d  a l t h o u g h  q u a l i f i e d  a c c o u n t a n t s  w e r e  n o t  u s e d  
d i r e c t l y ,  t h e y  u n d o ub ted ly  e x e r c i s e d  i n f l u e n c e  ove r  t h e  a c c o u n t s  
i n  t h e i r  c a p a c i t y  a s  a d v i s e r s  and a u d i t o r s  (1981, p. 74).
Hudson (1977) p r o v i d e s  an i n t e r e s t i n g  s t u d y  o f  some a s p e c t s  
o f  a c c o u n t i n g  d e v e l o p m e n t  i n  t h e  W e s t  R i d i n g  t e x t i l e  i n d u s t r y .  
She  a p p r o a c h e s  t h e  r e s e a r c h  by s t a t i n g  " t h e  f u n d a m e n t a l  
r e q u i r e m e n t  i n  s t u d y i n g  b u s i n e s s  a c c o u n t i n g  t e c h n i q u e s  
h i s t o r i c a l l y  i s  t o  s e e  d e v e lo p m e n t s  a s  t h e  r e s p o n s e  t o  p a r t i c u l a r  
a nd  i n d i v i d u a l  n e e d s  o f  i n d u s t r i e s  a s  t h e y  t h e m s e l v e s  d e v e l o p  
o v e r  t i m e "  ( 1 9 7 7 ,  p.  4 ) .  T h e s e  n e e d s  a r e  a p r o d u c t  o f  s u c h  
t h i n g s  a s  t e c h n i c a l  and o r g a n i s a t i o n a l  c h a n g e ,  t h e  s i z e  o f  
b u s i n e s s  u n i t s ,  and t h e  n a t u r e  o f  p r o d u c t s  and m a r k e t s .  Hudson 
w e n t  on  t o  s t a t e  t h a t  t h i s  b a s i c  s t r u c t u r a l  d e t e r m i n a n t  c a n  be 
t e m p e r e d  by t w o  f u r t h e r  f a c t o r s .  F i r s t l y ,  t h e r e  w e r e  e x t e r n a l  
f a c t o r s  such as  l e g a l  r e q u i r e m e n t s ,  t a x a t i o n  demands o r  o u t s i d e  
p r e s s u r e  w h i c h  g e n e r a l l y  came  f ro m  s h a r e h o l d e r s  and  o t h e r  
i n t e r e s t e d  p a r t i e s .  S e c o n d l y ,  a c c o u n t i n g  d e v e l o p m e n t s  w e r e  
i n f l u e n c e d  by t h e  s t a t e  o f  a c c o u n t i n g  t h e o r y  and p r a c t i c e  and t h e  
b a c k g r o u n d ,  e d u c a t i o n  and a b i l i t i e s  o f  e n t r e p r e n e u r s  (Hudson ,
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19 7 7 ,  p .  4 ) .
Hudson  w e n t  on t o  d e v e l o p  a t h e o r e t i c a l  m odel  i n  w h i c h  
f a c t o r s  o f  d e v e l o p m e n t  t h a t  may i n f l u e n c e  a c c o u n t i n g  a r e  
d e l i n e a t e d  (1977,  p. 7). She s u g g e s t s  t h a t  t h e  demands p l a c e d  on 
an  a c c o u n t i n g  s y s t e m  a r e  a f u n c t i o n  o f  t h e  t y p e  o f  f i r m  and  i t s  
de ve lopm en t  over  t im e .  Depending  on t h e  t y p e  o f  f i r m ,  v a r i o u s  
a s p e c t s  need t o  be c o n s i d e r e d  such  a s :  t h e  n a t u r e  o f  t h e  p r o d u c t ;  
t h e  n a t u r e  o f  t h e  m a r k e t ;  t h e  l e v e l  o f  v e r t i c a l  o r  h o r i z o n t a l  
i n t e g r a t i o n ;  t h e  e x t e n t  o f  m e r c h a n t i n g  a l l i e d  t o  m a n u f a c t u r e ;  and 
t h e  form o f  o r g a n i s a t i o n  -  p r i v a t e  p a r t n e r s h i p  o r  p u b l i c  company.
Deve lopment  c o n s i d e r a t i o n s  o v e r  t i m e  n e e d  t o  be r e c o g n i s e d  
s u c h  a s :  t h e  s p e e d  a n d  n a t u r e  o f  t r a n s i t i o n  t o  f a c t o r y
p r o d u c t i o n ;  t h e  s i z e  o f  t h e  f a c t o r y  u n i t  and t h e  amount o f  f i x e d  
c a p i t a l ;  t h e  p a c e  o f  m e c h a n i s a t i o n  and  t e c h n i c a l  o b s o l e s c e n c e ;  
and  t h e  e x p e r i e n c e  o f  c h a n g e s  i n  e c o n o m i c  c o n d i t i o n s  o v e r  t i m e  
( H u d s o n ,  19 7 7 ,  p.  7 ) .  Hudson  a p p l i e s  t h e s e  d e t e r m i n a n t s  t o  t h e  
e m p i r i c a l  e v id e n c e  o f  t h e  company a r c h i v e s  o f  c e r t a i n  Y o r k s h i r e  
t e x t i l e  companies .  Th is  i s  done a g a i n s t  t h e  e x i s t i n g  background  
o f  t h e  a v a i l a b l e  " t o o l s "  o f  a c c o u n t i n g  -  f o r  e x a m p l e ,  t h e  
i n f l u e n c e  o f  m e r c a n t i l e  and e s t a t e  a c c o u n t i n g ;  t h e  e x i s t e n c e  o f  
t r a i n e d  b ookke e pe r s ;  t h e  background  o f  e n t r e p r e n e u r s ;  t h e  d e s i r e  
f o r  f i n a n c i a l  s e c r e c y ;  t h e  d e v e l o p m e n t  o f  t h e  a c c o u n t a n c y  
p r o f e s s i o n  and v a r i o u s  l e g a l  r e q u i r e m e n t s .
The e m p i r i c a l  e v i d e n c e ,  Hudson e x a m i n e d ,  was s t r u c t u r e d  
a round  f o u r  m a jo r  a r e a s :  t h e  use o f  a c c o u n ta n c y  i n  c o s t i n g  and
a i d i n g  m a n a g e m e n t  d e c i s i o n s ;  t h e  a d a p t a t i o n  o f  a c c o u n t i n g  t o  
l a r g e  s c a l e  m a n u f a c t u r e ;  t h e  a d o p t i o n  o f  r e g u l a r  a c c o u n t i n g  
p e r i o d s  and r e t u r n s  and b a l a n c e  s h e e t s ;  and a t t e m p t s  t o  e s t i m a t e  
t h e  p r o f i t a b i l i t y  o f  a n  e n t i r e  c o n c e r n .  T h i s  a p p r o a c h  u sed  by
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Hudson  i s  o n e  o f  t h e  f ew  a t t e m p t s  i n  t h e  h i s t o r i c a l  a c c o u n t i n g  
l i t e r a t u r e  a t  d e v e l o p i n g  v a r i a b l e s  o f  a c c o u n t i n g  deve lopm en t  i n  
any s y s t e m a t i c  way which a r e  t h e n  used t o  i n v e s t i g a t e  a r c h i v a l  
e v id e n c e  e m p i r i c a l l y .
A n o t h e r  f e a t u r e  o f  H udson ’s r e s e a r c h  i s  p l a c i n g  t h e  
d e v e l o p m e n t  o f  a c c o u n t i n g  w i t h i n  t h e  d e v e l o p m e n t  o f  t h e  
o r g a n i s a t i o n  and t h e  b r o a d e r  economic  background o f  t h e  i n d u s t r y  
i n  which  t h e  o r g a n i s a t i o n  o p e r a t e s .  Hudson b e l i e v e s  t h i s  k ind  o f  
a pp roach  "may e r a d i c a t e  t h e  problem o f  i n f e r r i n g  pu rpose  from t h e  
form and c o n t e n t  o f  a c c o u n t s  and o f  a n a l y s i n g  n i n e t e e n t h  c e n t u r y  
books w i t h  t h e  h i n d s i g h t  p roduced  by t w e n t i e t h  c e n t u r y  c o n c e p t s  
and r e q u i r e m e n t s "  (1977,  p. 17).
Hudson’s  a pproach  i s  a l m o s t  becoming  a c o n t in g e n c y  t h e o r y  o f  
f i n a n c i a l  a c c o u n t i n g .  T h e r e f o r e ,  t h e  k i n d  o f  a c c o u n t i n g  
p r a c t i c e s  i n  e x i s t e n c e  w i l l  d e p e n d  o n  t h e  e x i s t e n c e  o f  
s i t u a t i o n a l  c o n t i n g e n c i e s ,  s u c h  a s ,  t y p e  o f  f i r m ,  f i r m  s i z e ,  
l e v e l  o f  v e r t i c a l  o r  h o r i z o n t a l  i n t e g r a t i o n ,  and t h e  form o f  t h e  
o r g a n i s a t i o n .  S u c h  a n  a p p r o a c h  a g a i n  f a i l s  t o  s e e  t h a t  
a c c o u n t i n g  can i n f l u e n c e  t h e s e  c o n t i n g e n c i e s  and i s  n o t  p a s s i v e l y  
b e i n g  i n f l u e n c e d ,  b u t  a l s o  h e l p s  c r e a t e  s u c h  s t r u c t u r a l  
v a r i a b l e s .  These i s s u e s  w i l l  be a n a l y s e d  f u r t h e r .
T h i s  a p p e a r s  t o  be m o s t  o f  t h e  w o r k  on  t h e  d e v e l o p m e n t  o f  
e x t e r n a l  a c c o u n t i n g  p r a c t i c e s  i n  t h e  U n i t e d  Kingdom based  on t h e  
p r i m a r y  s o u r c e  o f  r e c o r d s .  5 i n  t h e  l a s t  decade t h e r e  has  been 
s o m e  new w o r k ,  l e d  by J o h n s o n ,  on i n t e r n a l  a c c o u n t i n g  r e c o r d s  
which  w i l l  be examined  i n  t h e  n e x t  c h a p t e r .  However,  most  o f  t h e  
r e s e a r c h  on company  r e c o r d s  t o  d a t e  h a s  b e e n  on  t h e  e x t e r n a l  
r e p o r t s  t o  s h a r e h o l d e r s  w i t h o u t  any  r e c o u r s e  t o  o t h e r  r e c o r d s ,  
such a s  d i r e c t o r s ’ m in u t e s  and company c o r r e spondenc e .
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The g e n e r a l  h y p o t h e s i s ,  u n d e r l y i n g  much o f  t h i s  r e s e a r c h ,  
s t a t e s  t h a t  a c c o u n t i n g  p r a c t i c e s  h a v e  d e v e l o p e d  i n  r e s p o n s e  t o  
t h e  v a r i o u s  p r a g m a t i c  needs o f  u s e r s .
B r i e f ' s  ( I 9 6 6 , p . 1) t h e s i s  o f  a c c o u n t i n g  d e v e l o p m e n t  was  
t h e  b a s i s  o f  H u d s o n ' s ,  and  much o f  E d w a r d ' s ,  r e s e a r c h .  T h i s  
s t a t e s  t h a t  an o r g a n i s a t i o n  i n  t h e  absence  o f  any i n s t i t u t i o n a l  
c o m p u l s i o n  w i l l  d e v e l o p  b u s i n e s s  a c c o u n t i n g  p r a c t i c e s  i n  
a c c o r d a n c e  w i t h  t h e i r  u s e f u l n e s s .  T h a t  i s ,  a  s e t  o f  p r a c t i c e s  
a c t u a l l y  s e l e c t e d  by a f i r m  s h o u ld  be c o n s i s t e n t  w i t h  i t s  g o a l s  
a n d  o b j e c t i v e s ,  a n d  g i v e n  a  c h o i c e ,  t h e  s e t  o f  a c c o u n t i n g  
p r a c t i c e s  c h o s e n  w i l l  be t h o s e  t h a t  w o u l d  be e x p e c t e d  t o  y i e l d  
maximum e conom ic  b e n e f i t s .
B r i e f  s t a t e s  t h e  f o l l o w i n g  w o rk in g  h y p o t h e s i s :  " a c c o u n t in g  
b e h a v i o u r  w i l l  c h a n g e  o n l y  i n  r e s p o n s e  t o  i n t e r n a l  e c o n o m i c  
c r i t e r i a  u n l e s s  e x t e r n a l  c o n t r a i n t s ,  s u c h  a s  a n  i n f l u e n t i a l  
i n d e p e n d e n t  p u b l i c  a c c o u n t i n g  p r o f e s s i o n ,  j u d i c i a l  p r e c e d e n t ,  
a n d / o r  s t a t u t o r y  a u t h o r i t y ,  e f f e c t i v e l y  r e s t r i c t  t h e  c ho ice  o f  
a c c o u n t i n g  p r o c e d u r e s "  (1966,  pp .  2 - 3 ) .
B r i e f ' s  h y p o t h e s i s  d e n i e s  any  o r g a n i s a t i o n a l  r a t i o n a l e  f o r  
t h e  emergence  o f  a c c o u n t i n g  p r a c t i c e s  by l i n k i n g  t h e  emergence o f  
a c c o u n t i n g  p r a c t i c e s  i n t o  economic  c r i t e r i a  on ly .  There could  be 
many o t h e r  r a t i o n a l e s  f o r  t h e  a d o p t i o n  o f  p a r t i c u l a r  a c c o u n t i n g  
p r a c t i c e s  o t h e r  t h a n  j u s t  economic ( B u r c h e l l  e t  a l . ,  1980) .
H u d s o n ' s  ( 1 9 7 7 ) r e s e a r c h  p o i n t s  o u t  t h a t  c l o s e l y  a l l i e d  t o  
t h e  o r g a n i s a t i o n ' s  d e v e l o p m e n t ,  i s  t h e  o w n e r s  n e e d  f o r  
i n f o r m a t i o n ,  e s p e c i a l l y  when s e p a r a t i o n  from management  oc c u rs .  
T h u s ,  t h e r e  i s  t h e  need  f o r  i n f o r m a t i o n  f o r  s h a r e h o l d e r s  and 
i n v e s t o r s .  A lo n g  w i t h  t h e s e  f a c t o r s ,  t h e  d e v e l o p m e n t  o f
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a c c o u n t i n g  f o r  f i x e d  c a p i t a l  seems t o  be a n o t h e r  key f a c t o r .  The 
work o f  Edwards,  Mason and Hudson d e v e lo p s  t h e s e  i d e a s .
A n o t h e r  f a c t o r  m e n t i o n e d  i s  t h e  ne e d  t o  a t t r a c t  s u f f i c i e n t  
f i n a n c e  i n  o r d e r  t o  s u r v i v e .  T h e r e f o r e ,  t h e  i n f l u e n c e  on 
a c c o u n t i n g  v a r i e s  a c c o r d i n g  t o  w h e t h e r  f i n a n c e  i s  o b t a i n e d  
i n t e r n a l l y  o r  e x t e r n a l l y .  T h i s  c o u l d  m ea n ,  a s  E d w a r d s  (1980 )  
p o i n t s  o u t ,  a f i r m  making a  t r a d e - o f f  be tw een  r e t a i n i n g  p r o f i t s  
i n  t h e  b u s i n e s s  and o b t a i n i n g  a  good r e s u l t  f o r  s h a r e h o l d e r s .
F u r t h e r  v a r i a b l e s  a r t i c u l a t e d  by Edwards (1981, 1982, 1984), 
M a s o n  ( 1 9 8 1 )  a n d  H u d s o n  ( 1 9 7 7 )  a r e  t h e  i n f l u e n c e  o f  t h e  
a c c o u n t i n g  p r o f e s s i o n  and l e g a l  r e q u i r e m e n t s ,  such  a s  company law 
and  t a x  l a w .  The i n f l u e n c e  o f  c o n s e r v a t i s m  and  t h e  q u e s t  f o r  
o b j e c t i v i t y  can  a l s o  be s e en  i n  o r d e r  t o  m i t i g a t e  u n c e r t a i n t y  and 
a n x i e t y  a s s o c i a t e d  w i t h  a c c o u n t i n g  n u m b e r s .  ( S e e  H o f s t e d e ,  
1980).
This  i d e a  t h a t  a c c o u n t i n g  r e s p o n d s  and a d a p t s  t o  needs and 
v a r i o u s  i n f l u e n c e s  h a s  b e e n  a r t i c u l a t e d  f o r  a l o n g  t i m e  i n  t h e  
a c c o u n t i n g  l i t e r a t u r e .  F o r  e x a m p l e .  May (1 9 2 9 )  l i s t e d  t h e  
f o l l o w i n g  i n f l u e n c e s  a s  b e i n g  i m p o r t a n t  f o r  a c c o u n t i n g  
d e v e l o p m e n t :  r e g u l a t i o n ;  t a x a t i o n ;  c h a n g e s  i n  t h e  f o r m  and  
d i s t r i b u t i o n  o f  t h e  o w n e r s h i p  o f  b u s i n e s s ;  r a d i c a l  c h a n g e s  i n  
p r i c e  l e v e l s ;  and  c a s e  l a w .  L i t t l e t o n  s u g g e s t s  t h a t  t h e  
d e v e l o p m e n t  o f  a c c o u n t i n g  h a s  b e e n  b r o u g h t  a b o u t  by t h e  
" i n t e r m i n g l i n g  o f  e c o n o m i c  f o r c e s ,  b u s i n e s s  i n s t i t u t i o n s ,  
i n d u s t r i a l  m e thodology  and s o c i a l  g r o w t h  w i t h  men’ s a m b i t i o n s ,  
i d e a l s ,  p l a n s  and f a i l u r e s "  ( 1933, P r e f a c e ) .
Th is  k ind  o f  h i s t o r i c a l  app roach  has  been c h a r a c t e r i s e d  as  
f u n c t i o n a l i s t  (Hopwood ,  1983 ,  f o r t h c o m i n g ) .  L a u g h l in  and Lowe 
( 1 9 8 5 )  u s e d  B u r r e l l  and  M o r g a n ’s ( 1 9 7 9 )  t a x o n o m i c  f r a m e w o r k  o f
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s o c i a l  t h e o r y  and  s u g g e s t e d  t h a t  m uch  o f  a c c o u n t i n g  w a s  
e s s e n t i a l l y  f u n c t i o n a l i s t  i n  i t s  c h a r a c t e r .
F u n c t i o n a l  i s m  i s  an  a p p r o a c h  u s e d  i n  s o c i o l o g y  t h a t  was  
d e v e l o p e d  f r o m  D u r k h e i m ’ s w o r k ,  e s p e c i a l l y  by t h e  A m e r i c a n  
s o c i o l o g i s t s ,  Robe r t  Merton and T a l c o t t  P a r so n s  (Abrams,  1982, p. 
112). F u n c t i o n a l i s m  r e g a r d s  s o c i e t y  as  a  s e l f - m a i n t a i n i n g  sy s te m  
i n  w h i c h  any  r o u t i n e  a c t i v i t y  f u n c t i o n s  t o  " k e e p  i t  g o i n g . "  
P a r s o n s  w o r k e d  w i t h  t h e  f u n c t i o n a l i s t  n o t i o n  t h a t  s o c i e t y  i s  
s i m i l a r  t o  a  body, a b i o l o g i c a l  o r g a n i s m ,  i n  which each  p a r t  may 
be s e e n  t o  f u n c t i o n  i n  r e l a t i o n  t o  t h e  whole.
He d e v e lo p e d  t h e  n o t i o n  t h a t  a l l  s o c i e t i e s  have  p a r t i c u l a r  
needs  t o  be met ,  such  as  a d a p t a t i o n ,  goa l  a t t a i n m e n t ,  i n t e g r a t i o n  
a nd  p a t t e r n  m a i n t e n a n c e  ( P a r s o n s ,  1971) .  L a u g h l i n  and  Lowe 
s u g g e s t  t h a t  a s  a b a s i s  f o r  a c c o u n t i n g  t h e o r y ,  f u n c t i o n a l i s m  
seems e m i n e n t l y  r e a s o n a b l e  on f i r s t  t h o u ^ i t s .  They s u g g e s t  t h i s  
i s  because  f u n c t i o n a l i s m  a t t e m p t s  t o  e x p l a i n  " jo b  o r  purpose  o r  
p o i n t  and t h u s  employed p r o p e r l y  e i t h e r  when we have p u r p o s i v e  
a c t i o n  t o  e x p l a i n  o r  e l s e  when  we h a v e  e v e n t s  d e p e n d e n t  on 
p u r p o s i v e  a c t i o n "  (Ryan, q u o te d  i n  L a u g h l in  and Lowe, 1985).
Abrams (1982,  p. 12) h a s  d e s c r i b e d  f u n c t i o n a l i s t  a c c o u n t s  o f  
change a s  n e c e s s i t y  t h e o r i e s .  Such t h e o r i e s  e m p h a s i se  t h e  r o l e  
o f  a c c o u n t i n g ’ s  c o n d i t i o n i n g  e n v i r o n m e n t .
I n  t h e  r e s e a r c h  j u s t  r e v i e w e d ,  a c c o u n t i n g  was seen  t o  have  
met  c e r t a i n  needs  by d e v e l o p i n g  t e c h n i q u e s  t o  cope w i t h  each new 
need a s  i t  a r o s e .  The v iew  o f  h i s t o r y  u n d e r l y i n g  such a c c o u n t i n g  
h i s t o r i e s  i s  one  o f  a d a p t a t i o n  (G ordon ,  1981)  and  n e c e s s i t y  
(Abrams, 1982) .
A c c oun t ing  t e c h n i q u e s  and p r a c t i c e s  a re  v iewed  as  t e c h n i c a l ,  
f a c i l i t a t i v e  r u l e s ,  u s e d  t o  m e e t  t h e  n e e d s  o f  m a n a g e m e n t  and  
o t h e r  u s e r s .  A c c o u n t i n g  i s  s e e n  a s  a v a l u e - f r e e ,  n e u t r a l
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d i s c i p l i n e  t h a t  r e s p o n d s  t o  t h e  v a r i o u s  i n f l u e n c e s  and p r e s s u r e s  
i n  a nd  o u t s i d e  t h e  o r g a n i s a t i o n .  The t e c h n i c a l  p r a c t i c e s  a r e  
g i v e n  t h e  s t a t u s  o f  s u p r a - h i s t o r i c a l  t e c h n i q u e s  t r a n s c e n d i n g  t i m e  
and  s p a c e .  F u r t h e r m o r e ,  a c c o u n t i n g  i s  v i e w e d  a s  a p r o b l e m ­
s o l v i n g  t e c h n o l o g y  t h a t  r e s p o n d s  o r  a d a p t s  t o  t h e  n e e d s  o f  t h e  
e m e r g in g  o r g a n i s a t i o n  so as  t o  f a c i l i t a t e  o r g a n i s a t i o n a l  a c t i o n .  
A c c o u n t i n g ’s  t a s k  i s ,  t h e r e f o r e ,  t o  i m p r o v e  t h e  a d a p t i v e  
t e c h n o l o g y  and t o  h e l p  i d e n t i f y  t h e  needs.  Once needs  have been 
i d e n t i f i e d ,  t h e  n e x t  s t e p  i s  t o  e v a l u a t e  how w e l l  a c c o u n t i n g  
p r a c t i c e s  s e r v e  t h o s e  p a r t i c u l a r  needs  -  f o r  example,  t h e  c a p i t a l  
m a r k e t ’ s  n e e d s  f o r  f i n a n c i a l  i n f o r m a t i o n  o r  a  " b e t t e r "  i n c o m e  
f i g u r e .
The p r o b l e m  w i t h  t h i s  v i e w p o i n t  ( t h a t  e v e r y  a c c o u n t i n g  
p r a c t i c e  e x i s t s  b e c a u s e  o f  some  n e e d ) ,  i s  t h a t  t h e r e  h a s  t o  be 
som e  way o f  d i s t i n g u i s h i n g  p r e s e n t  n e e d s  f r o m  o b s o l e t e  n e e d s .  
Gordon s t a t e s  " t h a t  some n o t i o n  o f  h i s t o r i c a l  d i r e c t i o n  seems  t o  
be r e q u i r e d  by a ny  a d a p t a t i o n  t h e o r y . . . . t h a t  g o e s  beyond  t h e  
p u r e l y  p r e s c r i p t i v e "  (1981, p. 1025).
B u r r e l l  and Morgan s t a t e  t h a t  f u n c t i o n a l i s m  i s  d i a r a c t e r i s e d  
by "a  c o n c e r n  f o r  p r o v i d i n g  e x p l a n a t i o n s  o f  t h e  s t a t u s  q u o ,  
s o c i a l  o r d e r ,  c o n s e n s u s ,  s o c i a l  i n t e g r a t i o n ,  s o l i d a r i t y ,  n e e d  
s a t i s f a c t i o n  a n d  a c t u a l i t y "  ( 1 9 7 9 ,  p. 2 6 ) .  ^ They c o n t i n u e  by 
s t a t i n g  t h a t  " t h e  f u n c t i o n a l i s t  approach  t o  s o c i a l  s c i e n c e  t e n d s  
t o  a s s u m e  t h a t  t h e  s o c i a l  w o r l d  i s  c o m p o s e d  o f  r e l a t i v e l y  
c o n c r e t e  e m p i r i c a l  a r t e f a c t s  and r e l a t i o n s h i p s  can be i d e n t i f i e d ,  
s t u d i e d  and m easu red  th ro u g h  ap p ro a c h e s  d e r i v e d  from t h e  n a t u r a l  
s c i e n c e s "  ( 1 9 7 9 ,  p. 2 6 ) .  F u n c t i o n a l i s t  h i s t o r i e s  o f  a c c o u n t i n g  
have  t e n d e d  t o  v iew  a c c o u n t i n g  i n  a p o s i t i v i s t i c ,  d e t e r m i n i s t i c  
manner .  Such h i s t o r i e s ,  t h e r e f o r e ,  have needed a  view of  h i s t o r y
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t h a t  i s  t e l e o l o g i c a l ,  p r o g r e s s i v e  o r  e v o l u t i o n a r y  (Hopwood, 1985, 
pp.  3 6 5 - 3 6 6 ) ,  w h i c h  t h e r e b y  l i c e n s e s  m o s t  e x i s t i n g  a c c o u n t i n g  
p r a c t i c e  a s  a d a p t i v e .  M a la d a p t i v e  a c c o u n t i n g  i s  i n t e r e s t i n g  f o r  
a n t i q u a r i a n  r e a s o n s  on ly .
E v o l u t i o n a r y  and  p r o g r e s s i v e  v i e w s  o f  a c c o u n t i n g  h i s t o r y  
h a v e  t e n d e d  t o  j u d g e  t h e  p a s t  i n  t e r m s  o f  t h e  p r e s e n t  ( J o h n s o n ,  
1 9 8 3 ; f o r t h c o m i n g ) .  J o h n s o n  ( f o r t h c o m i n g )  s u g g e s t s  t h e r e  i s  a 
" L i t t l e t o n  s c h o o l "  7 o f  a c c o u n t i n g  h i s t o r y  which  v i e w s  a c c o u n t i n g  
h i s t o r y  i n  e v o l u t i o n a r y  t e r m s .  Johnson  s t a t e s :
"The i d e a s  i n v o l v e  a dom inan t  concern  w i t h  
t h e  m e c h a n i c a l ,  p r o c e d u r a l ,  a nd  t e c h n i c a l  
a s p e c t s  o f  a c c o u n t i n g .  For  p r o p o n e n t s  o f  t h e  
’L i t t l e t o n  S c h o o l , ’ c o s t  a c c o u n t i n g  i s  a b o v e  
a l l  a  b o o k k e e p i n g  p r a c t i c e  n e c e s s i t a t e d  
p r i m a r i l y  by f i n a n c i a l  r e p o r t i n g  r e q u i r e m e n t s .  
A l t h o u g h  L i t t l e t o n ’s  a d h e r e n t s  c o n c e d e  t h a t  
t h e  a r r i v a l  o f  i n d u s t r i a l  e s t a b l i s h m e n t s  may 
h a v e  p r e c i p i t a t e d  t h e  i m m e d i a t e  s e a r c h  f o r  
ways t o  do c o s t  a c c o u n t i n g ,  t h e y  b e l i e v e  t h a t  
t h e  i n d u s t r i a l i s t ’s  need  t o  r e p o r t  income i n  a 
p a r t i c u l a r  way i s  w h a t  d r o v e  h im  t o  do c o s t  
a c c o u n t i n g  a s  we know i t  t o d a y .  L i t t l e t o n ’ s 
f o l l o w e r s  a l s o  r e g a r d  c o s t  a c c o u n t i n g  a s  a 
g iv en .  To them i t  i s  an  i n d e p e n d e n t  v a r i a b l e .  
W h i l e  i t  s e r v e s  v a s t  o r g a n i z a t i o n a l  e n d s  i t  
n e i t h e r  s h a p e s ,  n o r  i s  s h a p e d  by ,  t h o s e  e n d s .  
A d h e r e n t s  o f  t h e  ’L i t t l e t o n  Schoo l*  seem t o  
s a y  t h a t  c o s t  a c c o u n t i n g  p r a c t i c e s  h a v e  
n e c e s s a r i l y  and i n e v i t a b l y  ev o lv e d  i n t o  t h e i r  
p r e s e n t  s h a p e ,  a v i e w p o i n t  t h a t  h a s  b e e n  
c h a r a c t e r i z e d  a s  ’ a c c o u n t i n g  D a r w i n i s m ’" 
( f o r t h c o m i n g ) .
"Accoun t ing  Darwin ism "  was used by t h e  American  Account ing  
A s s o c i a t i o n ’s  1977 S t a t e m e n t  i m  A c c o u n t i n g  Theor y  an<j Theorx 
A c c e p t a n c e  t o  d e s c r i b e  t h i s  a p p r o a c h  t o  a c c o u n t i n g  h i s t o r y .  
Under t h i s  v i e w ,  Johnson  ( f o r t h c o m i n g )  s u g g e s t s  t h a t  t h e  p a s t  i s  
now i r r e l e v a n t  and o n l y  t o  be s t u d i e d  t o  s e e  how th e  a c c o u n t i n g  
p r a c t i c e s  o f  t h e  p a s t  w e r e  an  i m p e r f e c t  p r e l u d e  t o  t h e  p r e s e n t  
a n d  how t h e y  d e v e l o p e d  i n t o  t h e  p r e s e n t  d a y  p r a c t i c e s .  
L i t t l e t o n ’s v iew  on t h e  deve lopm en t  o f  c o s t  a c c o u n t in g  no t  on ly
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l i m i t s  o u r  u n d e r s t a n d i n g  o f  t h e  e m e r g e n c e  o f  c o s t / m a n a g e r i a l  
a c c o u n t i n g ,  bu t  a l s o  e v a l u a t e s  a c c o u n t i n g  p r a c t i c e s  i n  t h e  l i g h t  
o f  f i n a n c i a l  r e p o r t i n g  ne e ds .
The i d e a  o f  p r o g r e s s  and  e v o l u t i o n a r y  d e v e l o p m e n t  b e h i n d  
such f u n c t i o n a l i s t  h i s t o r i e s  can be a t t r i b u t e d  t o  E n l ig h t e n m e n t  
t h o u g h t  and  t o  t h e  w o r k  o f  A u g u s t e  Comte ( 1 7 9 8 - 1 8 5 7 ) ,  C h a r l e s  
D a r w i n  ( 1 8 0 9 - 9 2 ) ,  a n d  H e r b e r t  S p e n c e r  ( 1 8 2 0 - 1 9 0 3 ) .  Comte ,  t h e  
f a t h e r  o f  p o s i t i v i s m ,  t a u g h t  t h a t  a l l  k n o w l e d g e  i s  b a s e d  on 
o b s e r v a t i o n ,  e x p e r i m e n t  and t h e  a s c e r t a i n i n g  o f  s c i e n t i f i c  l aw s .  
T h i s ,  h e  s u g g e s t e d ,  was  t h e  f i n a l  s t a g e  o f  man’ s k n o w l e d g e ,  i n  
which  knowledge o f  t h e  r e l a t i o n  o f  o b s e rv e d  f a c t s  i s  r e c o g n i s e d  
t o  be a l l  t h a t  i s  p o s s i b l e  ( C h a r l t o n ,  1959 ,  p . 2 9 ) .  D a r w i n  
l i n k e d  a n d  r e i n f o r c e d  t h e  n o t i o n  o f  p r o g r e s s  w i t h  t h e  i d e a  o f  
e v o l u t i o n .  S pence r  even  more e x p l i c i t l y  p o s i t e d  p r o g r e s s  as  t h e  
b a s i s  o f  h i s  s o c i a l  t h e o r y .  He s t a t e d :  " P r o g r e s s . . . . i s  n o t  a n  
a c c i d e n t ,  b u t  a n e c e s s i t y . . . . w h a t  we c a l l  e v i l  and  i m m o r a l i t y  
m u s t  d i s a p p e a r .  I t  i s  c e r t a i n  t h a t  man m u s t  become p e r f e c t "  
( S p e n c e r ,  1851 ,  p . 7 9 f ) .
E v o l u t i o n a r y  t h e o r y  a f f e c t e d  h i s t o r i a n s  and showed i t s e l f  i n
o
w h a t  h a s  b e e n  l a b e l l e d  t h e  " w h i g  i n t e r p r e t a t i o n  o f  h i s t o r y . "  
Under t h i s  v i e w ,  h i s t o r i a n s  t e n d  t o  i n t e r p r e t  t h e  p a s t  i n  l i g h t  
o f  t h e  p r e s e n t  and so  "on ly  t h e  s u c c e s s f u l  ( i n  t h e  s e n s e  o f  t h o s e  
w h o s e  a s p i r a t i o n s  a n t i c i p a t e d  s u b s e q u e n t  e v o l u t i o n )  a r e  
r e m e m b e r e d "  (T h o m p s o n ,  19 6 8 ,  p .  13) .  One s u s p e c t s  t h a t  t h e  u se  
o f  a s s u m p t i o n s  o f  p r o g r e s s  i n  h i s t o r y  ( i n c l u d i n g  much o f  
a c c o u n t i n g  h i s t o r y )  i s  d o n e  a t  t i m e s  u n c o n s c i o u s l y .  
N e v e r t h e l e s s ,  B u t t e r f i e l d  (19 3 1 )  s u g g e s t s  t h a t  b e h i n d  s u c h  
h i s t o r i e s  i s  a c o n v i c t i o n  t h a t  t h e  p a s t  t e l l s  a s t o r y  o f  
i m p r o v e m e n t ,  and  t h e r e  i s  t h e  b e l i e f  t h a t  t h e  v a l u e s  o f  t h e
31
p r e s e n t  a r e  u n c h a n g i n g .  The Whig  v i e w  o r g a n i s e s  h i s t o r y  
a c c o r d i n g  t o  " a n  u n f o l d i n g  p r i n c i p l e  o f  p r o g r e s s "  ( B u t t e r f i e l d ,  
1931 ,  p.  4 5 ) .
The k i n d s  o f  h i s t o r i e s  t h i s  a p p r o a c h  p r o d u c e s  a r e  v e r y  
m e c h a n i s t i c  and t h e y  t e n d  t o  document  how a c c o u n t i n g  p r a c t i c e s  
have e v o lv e d  t o  m ee t  t h e  v a r i o u s  needs  o f  u s e r s .  These t e c h n i c a l  
h i s t o r i e s  t e n d  t o  v iew a c c o u n t i n g  change as  l a r g e l y  i n t e r n a l  t o  
t h e  c r a f t  i t s e l f ,  and  f a i l  t o  t a k e  i n t o  a c c o u n t  any  b r o a d e r  
u n d e r s t a n d i n g  o f  a c c o u n t i n g  change  found i n  a c c o u n t i n g ’s b r o a d e r  
s o c i a l ,  o r g a n i s a t i o n a l  o r  i n s t i t u t i o n a l  c o n t e x t s .  Hopwood
s t a t e s :
" C on v e n t io n a l  u n d e r s t a n d i n g s  o f  a c c o u n t i n g  
v i e w  i t  f r o m  a r e l a t i v e l y  u n p r o b l e m a t i c  
t e c h n i c a l  p e r s p e c t i v e .  I t  i s  p r e s u m e d  t h a t  
a c c o u n t i n g s  a r e  t h e r e  t o  f a c i l i t a t e  
o r g a n i z a t i o n a l  and s o c i a l  a c t i o n  ( s e e  B u r c h e l l  
e t  a l . ,  1980 f o r  a  f u r t h e r  d i s c u s s i o n  o f  t h i s  
p o i n t ) .  Only  r a r e l y ,  i f  e v e r ,  i s  t h e  n a t u r e  
o f  t h a t  f a c i l i t a t i o n  a n d  t h e  e n d s  t h a t  m i g h t  
be  s o  s e r v e d  e x a m i n e d .  A l t h o u g h  n o t i o n s  o f  
c o s t ,  p r o f i t  a n d  o t h e r  i n d i c e s  o f  f i n a n c i a l  
p e r f o r m a n c e  may n o t  be  s e e n  a s  b e i n g  
u n p r o b l e m a t i c ,  t h e  d i f f i c u l t i e s  w h i c h  t h e y  
g i v e  r i s e  t o  s t e m ,  a c c o r d i n g  t o  s u c h  a 
c o n v e n t i o n a l  v i e w ,  f r o m  t h e  p r o b l e m s  o f  
o p e r a t i o n a l i z i n g  p r e - g i v e n  a s p e c t s  o f  
o r g a n i z a t i o n a l  a n d  s o c i a l  r e a l i t y  a n d  
a c h i e v e m e n t .  A c c o u n t i n g ,  s o  c o n c e i v e d ,  i s  
e s s e n t i a l l y  a  r e v e l a t o r y  e n d e a v o u r ,  a i m i n g  
m e r e l y  t o  r e f l e c t  r a t h e r  t h a n  more a c t i v e l y  t o  
c o n s t r u c t  a  vi ew o f  o r g a n i z a t i o n a l  r e a l i t y  and 
ends .  S e e k ing ,  a l b e i t  o f t e n  w i t h  d i f f i c u l t y ,  
t o  e x p l i c a t e  and make v i s i b l e  an u n p r o b l e m a t i c  
v i e w  o f  t h e  m e a n s  f o r  o r g a n i z a t i o n a l  
a c h i e v e m e n t ,  a c c o u n t i n g  i s  s e e n  a s  a 
p h e n o m e n o n  d i v o r c e d  f r o m  t h e  s o c i a l ,  a s  
d i s t i n c t  f r o m  t e c h n i c a l ,  s t r u g g l e s  a n d  
i n n o v a t i o n s  t h a t  h a v e  r e s u l t e d  i n  i t s  
emergence"  (1983,  p .  2 9 0 ) .
T h i s  sums up t h e  c o n v e n t i o n a l  v i e w p o i n t  and i n t r o d u c e s  t h e  
p o s s i b i l i t y  o f  c r i t i c i s i n g  such  v i e w s  o f  a c c o u n t i n g  h i s t o r y .
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E. A CRITIQUE OF THE TRADITIONAL VIEW
T h e  r e s e a r c h  r e v i e w e d  i n  t h i s  c h a p t e r  d e s c r i b e d  a s  
f u n c t i o n a l i s t  and e v o l u t i o n a r y ,  g e n e r a l l y  f a i l e d  t o  e x p l o r e  t h e  
n a t u r e  and m e a n i n g  o f  a c c o u n t i n g  and  how a c c o u n t i n g  c h a n g e  
o c c u r s .  The a p p r o a c h  u s e d  i n  t h i s  r e s e a r c h  i s  a n  a c c o u n t i n g -  
c e n t e r e d  one. A ccoun t ing  i s  r e i f i e d  and e q u a te d  w i t h  " a c c o u n t i n g  
t o d a y . "  Such an app roach  i s  u n n e c e s s a r i l y  r e s t r i c t i v e  and t e n d s  
t o  v iew  a c c o u n t i n g  p r a c t i c e s  as  t e c h n i c a l ,  c o n t e x t  f r e e  phenomena 
( L a u g h l i n  a n d  L o w e ,  1 9 8 5 ) .  H opw ood  h a s  s u g g e s t e d  t h a t  
c o n v e n t i o n a l  a n a l y s e s  o f  a c c o u n t i n g  h i s t o r y  s e e m i n g ly  were:
" . . . . m o r e  c o n c e r n e d  w i t h  d o c u m e n t i n g  t h e  
c h a n g i n g  a c c o u n t i n g  p h e n o m e n o n  a n d  t h e  
t e c h n o l o g i e s  t h a t  a r e  a t  i t s  dep loym en t  t h a n  
p r o v i d i n g  an  i n s i g h t  i n t o  t h e  u n d e r l y i n g  
s o c i a l ,  i n s t i t u t i o n a l ,  economic  and  p o l i t i c a l  
f o r c e s  a t  work.  Indeed  i t  was r e c o g n i s e d  t h a t  
a  g r e a t  d e a l  o f  r e s e a r c h  i n t o  a c c o u n t i n g  
h i s t o r y  had a d o p te d ,  c o n s c i o u s l y  o r  o t h e r w i s e ,  
a  v e r y  a t h e o r e t i c a l  s t a n c e ,  i g n o r i n g ,  i n  t h e  
p r o c e s s ,  t h e  p r o b l e m s  i n v o l v e d  i n  t r y i n g  t o  
p r o v i d e  a n  a d e q u a t e  s o c i a l  u n d e r s t a n d i n g  o f  
t h e  a c c o u n t i n g  c r a f t .  The r o l e s  o f  a c c o u n t i n g  
had been s e e n  i n  r e l a t i v e l y  u n p r o b l e m a t i c  and 
o f t e n  v e r y  c o n t e m p o r a r y  t e r m s . . . . A n d  
a c c o u n t i n g  s c h o l a r s  o f  t h e  h i s t o r i c a l  h a d  
s e e m i n g l y  d i s t a n c e d  t h e m s e l v e s  f r o m  t h e  
c o n c e r n s  o f  b o t h  s o c i a l  t h e o r i s t s  o f  t h e  
c o r p o r a t i o n  and t h e  c o r p o r a t e  s t a t e  and more 
r e c e n t  t h e o r e t i c a l  a d v a n c e s  i n  h i s t o r i c a l  
i n q u i r y "  ( 1 9 8 3 ,  PP. 2 9 6 - 2 9 7 ) .
C r i t i c i s m s  o f  t h e  f u n c t i o n a l i s t  p e r s p e c t i v e  have been made 
i n  t h e  a c c o u n t i n g  l i t e r a t u r e  (Hopwood ,  1983;  f o r t h c o m i n g ;  
L a u g h l i n  a n d  Lowe,  1985 ) .  A l t h o u g h  t h e r e  h a v e  b e e n  c a u t i o n a r y  
w a r n i n g s  a b o u t  m i s i n f o r m e d  c r i t i q u e s  o f  f u n c t i o n a l i s m  9 ( s e e  
D o n a l d s o n ,  1985 ;  G r a c e  a n d  W i k i n s o n ,  1978 ) ,  Hobsbawn s u g g e s t s  
t h a t  such a n a l y s e s  o m i t  m a j o r  q u e s t i o n s  such as  "why th e  sy s tem  
c o n s i s t s  o f  s p e c i f i c  c o m p o n e n t s  and  n o t  o t h e r  f u n c t i o n a l  
e q u i v a l e n t s ;  a n d  w h a t  t h e  e f f e c t  i s  o f  o p e r a t i n g  w i t h
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h i s t o r i c a l l y  g i v e n  component s  which  a r e  a d a p te d  t o  f u n c t i o n s  f o r  
w h i c h  t h e y  may n o t  h a v e  o r i g i n a l l y  b e e n  d e s i g n e d .  Or 
a l t e r n a t i v e l y ,  how f a r  t h e  h i s t o r i c a l l y  g iven  s i t u a t i o n  i n h i b i t s  
s u c h  a d a p t a t i o n " ( 1 9 8 1 ,  p. 6 3 6 ) .
The i d e n t i f i c a t i o n  o f  f u n c t i o n  m e e t i n g  c e r t a i n  n e e d s ,  
e x p l a i n s  whv t h i n g s  happen  w i t h  such power ,  t h a t  how t h e y  happen  
comes t o  be s e e n  a s  q u i t e  u n i m p o r t a n t  i n  f u n c t i o n a l i s t  h i s t o r i e s .  
The p r o c e s s  o f  c h a n g e  i s  n o t  c o n s i d e r e d  i m p o r t a n t .  " C h o i c e ,  
c o n f l i c t  and  c o e r c i o n  a s  c o n t e x t s  f o r  a c t i o n  a r e  n e g l e c t e d  
b e c a u s e  o n l y  t h e  e f f e c t s  o f  a c t i o n  a r e  o f  r e a l  a n a l y t i c a l  
s i g n i f i c a n c e "  (Abrams, 1982, p. 127).
The a d a p t a t i o n / p r o g r e s s i v e  v i e w  o f  a c c o u n t i n g  d e v e l o p m e n t  
i m p l i e d  by much o f  t h e  f u n c t i o n a l i s t  h i s t o r i e s  o f  a c c o u n t i n g  i s  a 
l i m i t e d  v iew  o f  a c c o u n t i n g  d e v e l o p m e n t .  The a p p r o a c h  t a k e n  i n  
t h i s  s t u d y  i s  t o  s i t u a t e  a c c o u n t i n g  i n  t h e  c o n t e x t s  i n  w h i c h  i t  
o p e r a t e s .  T h i s  i n c l u d e s  b o t h  t h e  i m m e d i a t e  o r g a n i s a t i o n a l  
c o n t e x t  a n d  t h e  w i d e r  s o c i a l ,  i n s t i t u t i o n a l ,  e c o n o m i c  and  
p o l i t i c a l  c o n t e x t s .  The h i s t o r i c a l  a p p r o a c h  a d o p t e d  w i l l ,  by 
c o n t r a s t  t o  f u n c t i o n a l i s t  h i s t o r i e s ,  p r o c e e d  on t h e  a s s u m p t i o n  
t h a t  t h e  e x p l a n a t i o n  o f  why t h i n g s  h a p p e n  i s  i n e x t r i c a b l y  
c o n t a i n e d  w i t h i n  a c c o u n t s  o f  how t h i n g s  happen  (Abrams, 1982, p. 
128) .
A c c o u n t i n g  h i s t o r y  d o e s  n o t  n e e d  t o  be s e e n  a s  b e i n g  
a d a p t i n g  a n d  p r o g r e s s i n g .  R a t h e r  a c c o u n t i n g  c a n  be s e e n  a s  
s i m p l y  c h a n g i n g ,  b e c o m i n g  d i f f e r e n t .  H i s t o r i c a l  a c c o u n t s  o f  
a c c o u n t i n g  c h a n g e  c a n  p r o b e  d i f f e r i n g  r a t i o n a l e s  f o r  t h e  
e x i s t e n c e  o f  a c c o u n t i n g  p r a c t i c e s  a n d  c a n  e x a m i n e  t h e  
c o n s t i t u t i v e  r o l e  o f  a c c o u n t i n g ,  a s  w e l l  a s  i t s  b e i n g  a 
r e f l e c t i v e  p h e n o m e n o n  ( B u r c h e l l  e t  a l . ,  1980 ,  1985;  Hopwood,
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1983, f o r t h c o m i n g ) .  Such an approach  t o  a c c o u n t i n g  h i s t o r y  " i s  
e n h a n c e d  by s e e i n g  a c c o u n t i n g  i t s e l f  as  a  p r o b l e m a t i c  a c t i v i t y  
a n d  t h a t  c h a n g e  i n  a c c o u n t i n g  i s  o f t e n  a r e s u l t  o f  s o c i a l  and  
o r g a n i s a t i o n a l  f a c t o r s  t h a t  o r i g i n a t e  o u t s i d e  t h e  t e c h n i c a l  
p r a c t i c e  o f  a c c o u n t i n g "  ( Johnson ,  f o r t h c o m i n g ) .
L i s t e r  (1984) h a s  r e c e n t l y  q u e s t i o n e d  a c c o u n t i n g  h i s t o r y  as  
a  s u b j e c t  o f  s e r i o u s  a c a d e m i c  p u r s u i t .  He s u g g e s t s  t h a t  t h e  
h i s t o r y  o f  a c c o u n t i n g  i s  found w a n t i n g  th rough  t o  modern t i m e s ;  
b o t h  i n t e r n a l  a n d  e x t e r n a l  f i n a n c i a l  r e p o r t i n g  " h a s  o f f e r e d  
l i t t l e  t o  i t s  u s e r s  i n  t h e  way o f  m e a n i n g fu l ,  r e l i a b l e  economic  
i n f o r m a t i o n  f o r  d e c i s i o n  p u r p o s e s "  (1 9 8 4 ,  pp .  6 2 - 6 3 ) .  L i s t e r  
a r g u e s  t h a t  b e c a u s e  t h e r e  e x i s t s  t h i s  l a c k  o f  any s y s t e m a t i c  
p a t t e r n  i n  a c c o u n t i n g ’s  p a s t  d e v e l o p m e n t ,  t h a t  i t  p r o v i d e s  no 
l e s s o n s  o r  i s  o f  no u s e  t o d a y .  B e c a u s e  a c c o u n t i n g  a s  p r a c t i c e d  
a p p e a r s  t o  h a v e  f a i l e d ,  w as  i r r e l e v a n t  t o  e c o n o m i c  and  s o c i a l  
p r o g r e s s ,  and l a c k e d  any s c i e n t i f i c  b a s i s ,  a c c o u n t i n g  h i s t o r y  i s  
f o r  a n t i q u a r i a n s  n o t  h i s t o r i a n s  ( L i s t e r ,  1984, pp. 67-6 8).
L i s t e r  d i s p l a y s  an e x t r e m e l y  l i m i t e d  and r e s t r i c t i v e  vi ew o f  
h i s t o r y .  He u s e s  s t a t i c ,  W h i g g i s h  i n t e r p r e t a t i o n s  o f  h i s t o r y  
which  t r e a t  a c c o u n t i n g ’s  s o l e  p r e - g i v e n  r o l e  a s  be in g  t o  p r o v id e  
i n f o r m a t i o n  f o r  d e c i s i o n  m a k in g .  T h i s  p r e - g i v e n  i m p e r a t i v e  o f  
a c c o u n t i n g  i s  u s e d  a s  t h e  i n e v i t a b l e  end  p o i n t  f ro m  w h i c h  
a c c o u n t i n g ’s  p a s t  i s  j u d g e d .  L i s t e r  c o n c l u d e s  t h a t  h e  s e e s  
n o t h i n g  b u t  f a i l u r e  i n  a c c o u n t i n g ’s  a t t e m p t  t o  r e a l i s e  h i s  
p r e s u p p o s e d  v i e w  o f  a c c o u n t i n g .  I t  i s  i n t e r e s t i n g  t h a t  o t h e r s  
who h a v e  i m p o s e d  s i m i l a r  p r e - g i v e n  i m p e r a t i v e s  on a c c o u n t i n g  
d e v e lo p m e n t ,  i n t e r p r e t  w ha t  L i s t e r  s e e s  as  f a i l u r e s ,  a s  s i g n s  o f  
t h e  g r a d u a l  r e a l i s a t i o n  o f  t h e i r  p r e - g i v e n  i m p e r a t i v e  ( Johnson,  
f o r t h c o m i n g ) .
B u r c h e l l  e t  a l .  (19 8 0 )  p r o v i d e  a l i s t  o f  o t h e r  i m p e r a t i v e s
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t h a t  cou ld  be used t o  i n t e r p r e t  a c c o u n t i n g .  They s u g g e s t e d  t h e s e  
m ig h t  i n c l u d e  t h e  p r o v i s i o n  o f  r e l e v a n t  i n f o r m a t i o n  f o r  d e c i s i o n  
m a k i n g ;  t h e  a c h i e v e m e n t  o f  a r a t i o n a l  a l l o c a t i o n  o f  r e s o u r c e s ;  
t h e  m a i n t e n a n c e  o f  i n s t i t u t i o n a l  a c c o u n t a b i l i t y  and s t e w a r d s h i p ;  
b e in g  r e f l e c t i v e  o f  t h e  o r g a n i s a t i o n  o f  s o c i a l  r e l a t i o n s h i p ;  and 
l a s t l y ,  b e in g  r e f l e c t i v e  o f  v a r i o u s  c o n t i n g e n t  v a r i a b l e s  o f  t h e  
o r g a n i s a t i o n  such  a s  s i z e ,  d e g r e e  o f  d e c e n t r a l i s a t i o n ,  and d e g re e  
o f  v e r t i c a l  i n t e g r a t i o n  ( 1 9 8 0 ,  p p .  9 - 1 0 ) .  Any o f  t h e s e  
i m p e r a t i v e s  c o u l d  b e  u s e d  a s  a  p r e - g i v e n  s t a t e m e n t  o f  
a c c o u n t i n g ’s  e s s e n c e  and used  t o  gu ide  n e c e s s a r i l y  s e l e c t i v e  and 
p a r t i a l  h i s t o r i e s  o f  t h e  way  p a s t  a c c o u n t i n g  p r a c t i c e s  h a v e  
e i t h e r  r e a l i s e d  o r  f a i l e d  t o  r e a l i s e  a p r e - g i v e n  f u n c t i o n a l  
i m p e r a t i v e .
L i s t e r ’ s  mode o f  h i s t o r i c a l  i n q u i r y ,  a nd  f u n c t i o n a l i s t  
h i s t o r i e s  g e n e r a l l y ,  a r e  a  h i s t o r i c a l  and d e t e r m i n i s t i c  and f a i l  
t o  g r a p p l e  w i t h  t h e  h i s t o r i c a l  c o n t in g e n c y  o f  a c c o u n t in g .  Such 
v i e w s  o f  h i s t o r y  h a v e  i n h i b i t e d  t h e  d e v e l o p m e n t  o f  r i c h l y  
e m p i r i c a l  and h i s t o r i c a l  d e s c r i p t i o n s  o f  how p e o p le  i n  s o c i e t y ,  
m e m b e r s  o f  o r g a n i s a t i o n s ,  a c c o u n t a n t s  a nd  o t h e r s ,  a c t u a l l y  
e x p e r i e n c e  t h e  a c c o u n t i n g  c r a f t .  The a d a p t a t i o n / p r o g r e s s i v e  view 
o f  h i s t o r y  a s s u m e s  a b e n i g n  c o n t i n u i t y  b e t w e e n  a c c o u n t i n g  and  
o r g a n i s a t i o n a l  and  e c o n o m i c  c h a n g e .  R a t h e r  t h a n  t a k i n g  i t  a s  
p r o b l e m a t i c ,  a d a p t a t i o n / p r o g r e s s i v e  v i e w s  o f  a c c o u n t i n g  c h a n g e  
v iew  o r g a n i s a t i o n s  and s o c i e t y  as  a  l a r g e l y  d e t e r m i n e d  background 
o f  f o r c e s  t h a t  n o b o d y  c a n  do much a b o u t ,  b u t  s e e s  a c c o u n t i n g  a s  
t h e  l a r g e l y  f r e e  c r e a t i o n  o f  a c c o u n t a n t s  and  m a n a g e r s ,  who c a n  
a d a p t  t o  p r e - d e t e r m i n e d  o r g a n i s a t i o n a l  and i n s t i t u t i o n a l  change 
more o r  l e s s  e f f i c i e n t l y ,  d e p e n d in g  on how c l e v e r l y  t h e y  c r e a t e  
t h e  a p p r o p r i a t e  a c c o u n t i n g  p r a c t i c e s  ( G o r d o n ,  1981,  pp .  1056-
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1057 ) .  Or i n  L i s t e r ’s c a s e ,  how w o e f u l l y  a c c o u n t i n g  f a i l e d  t o  
d e s i g n  w h a t  c o u l d  be de e m e d  t o  be a p p r o p r i a t e  a c c o u n t i n g  
p r a c t i c e s  t o  meet  t h e  d e c i s i o n  making needs  o f  economic a g e n t s .
I n  t h i s  s t u d y ,  c o n c e r n  w i l l  be g i v e n  t o  t h e  h i s t o r i c a l  
p r o c e s s e s  t h r o u g h  w h i c h  p a r t i c u l a r  c o n c e p t i o n s  o f  t h e  
f u n c t i o n a l i t y  o f  a c c o u n t i n g  have  emerged (Hopwood, fo r t h c o m i n g ) .  
More e m p h a s i s  w i l l  be g i v e n  t o  t h e  p u z z l e  o f  human agency r a t h e r  
t h a n  t r e a t i n g  i t  a s  a t r i v i a l  o r  d i s t r a c t i n g  d e t a i l  ( A b r a m s ,  
1 9 8 2 , p. 1 2 7 ). The a p p r o a c h  t a k e n  w i l l  s e e k  t o  u n d e r s t a n d  t h e  
p r o c e s s e s  o f  change  s i t u a t e d  i n  t h e  h i s t o r i c a l  c o n t e x t  i n  which 
t h e  c h a n g e  o c c u r s ,  r a t h e r  t h a n  i m p o s i n g  b r o a d ,  n o r m a t i v e  
i m p e r a t i v e s  a b s t r a c t e d  from any s p e c i f i c  c o n t e x t .  The needs t h a t  
a c c o u n t i n g  r e s p o n d e d  t o ,  w i l l  be q u e s t i o n e d  i n  a  b ro a d e r  c o n t e x t ,  
w i t h  a  g r e a t e r  e m p h a s i s  on  how a c c o u n t i n g  a d a p t e d  and shaped t h e  
s o c i a l  a nd  e c o n o m i c  l i f e  i n  w h i c h  i t  was  p r a c t i c e d .  E m p h a s i s  
w i l l  be p l a c e d  on t h e  "becoming" o f  a c c o u n t i n g ,  which i s  a way o f  
" d i s c o v e r i n g  t h e  r e l a t i o n s h i p  o f  s t r u c t u r e  a n d  a c t i o n ,  t h e  
s t r u c t u r a l  c o n d i t i o n i n g  o f  a c t i o n  a n d  t h e  e f f e c t s  o f  a c t i o n  on 
s t r u c t u r e "  ( A b r a m s ,  1982 ,  p .  7 ) .
C h a p t e r  T h r e e  w i l l  e x a m i n e  t h e  r e c e n t  d e v e l o p m e n t  i n  
a c c o u n t i n g  h i s t o r y  o f  s i t u a t i n g  a c c o u n t i n g  h i s t o r y  i n  t h e  
e m e r g i n g  h i s t o r y  o f  t h e  b u s i n e s s  e n t e r p r i s e .  A l t h o u g h  s u c h  an  
approach  can  a l s o  be s e e n  a s  d e t e r m i n i s t i c  and f u n c t i o n a l i s t ,  i t  
ha s  p r o v id e d  a d d i t i o n a l  i n s i g h t s  i n t o  t h e  emergence  o f  a c c o u n t in g  




1. For  some o f  t h e  r e s e a r c h  on Som bar t ’ s  t h e s i s  o f  t h e  r e l a t i o n ­
s h i p  o f  d o ub le  e n t r y  bookkeep ing  and t h e  deve lopment  o f  
c a p i t a l i s m ,  s e e :  Yamey ( 1 9 6 4 ) ,  F r i s h k o f f  ( 1 9 7 0 ) ,  Most ( 1 9 7 2 ) ,  
and S t r a c h a n  ( 1 9 8 0 ) .
2 .  B a x t e r  (1980 ,  pp .  70 -7 1 )  s u g g e s t s  t h a t  a s  cha rge  and d i s ­
c h a rg e  sy s te m  f l o u r i s h e d  l o n g  b e f o r e  company a c c o u n t i n g  grew 
up, i t  i s  r e a s o n a b l e  t o  assume t h a t  t h e  sys tem  gave t h e  
p r im e  push  t o  n o t i o n s  o f  income and v a l u a t i o n .
3 .  Yamey (1962 ,  p .  25) s u g g e s t s ,  i n  f a c t ,  t h a t  t h e  w id e s p re a d  
a d o p t i o n  o f  doub le  e n t r y  bookkeep ing  p r o b a b l y  d i d  no t  t a k e  
p l a c e  u n t i l  t h e  l a t t e r  p a r t  o f  t h e  n i n e t e e n t h  c e n t u r y .
4 .  T h i s  s u g g e s t s  an  agency  t h e o r y  p e r s p e c t i v e  may p r o v id e  i n ­
s i g h t  i n t o  t h e  emergence o f  a c c o u n t i n g .  T h i s  w i l l  be de­
v e l o p e d  more f u l l y  i n  t h e  ca se  s t u d i e s .  However, such a  
p e r s p e c t i v e  h a s  been used by W att s  ( 1 9 7 7 ) ,  W att s  and 
Zimmerman ( 1 9 7 9 ) ,  Ma and M orr i s  ( 1 9 8 2 ) ,  and M o rr i s  ( 1 9 8 4 ) .
5 .  A work w o r th  m e n t i o n i n g ,  t h a t  r e l a t e s  t o  an  e a r l i e r  t im e  
t h a n  t h i s  r e s e a r c h ,  i s  F o r r e s t e r  ( 1 9 8 0 ) .  A lso ,  work on 
a u d i t  r e p o r t s  h a s  been u n d e r t a k e n  by Boys and R u t h e r f o r d  
(1982)  and Watt s  ( 1 9 7 9 ) .  Lee (1979)  examined company 
r e p o r t s  bu t  emphas i sed  t h e i r  u s e f u l n e s s  o r  o t h e r w i s e  
f o r  b u s i n e s s  h i s t o r y .
6 .  F u n c t i o n a l i s t  s o c i o l o g y ,  a c c o r d i n g  t o  B u r r e l l  and Morgan 
( 1979 ,  p .  2 6 ) ,  i s  c a r r i e d  o u t  f rom t h e  s t a n d p o i n t  t h a t  t e n d s  
t o  be r e a l i s t ,  p o s i t i v i s t ,  d e t e r m i n i s t  and n o m o th e t i c .
7 .  J ohnson  summari ses  t h i s  v iew  o f  a c c o u n t i n g  h i s t o r y ,  who he  
names a f t e r  A.C. L i t t l e t o n ,  ( E v o l u t i o n  o f  A ccoun t ing  t o  
19ÛQ. 1933, Chps. 20 -2 1 )  i n  s t a t i n g  t h a t  " a c c o u n t i n g  h i s ­
t o r y  was t h e  h i s t o r y  o f  bo th  d o u b l e - e n t r y  bookkeep ing  and 
modern t w e n t i e t h - c e n t u r y  f i n a n c i a l  r e p o r t i n g .  Thus, he 
e q u a t e d  management  a c c o u n t i n g  w i t h  c o s t  a c c o u n t i n g  and he 
viewed c o s t  a c c o u n t i n g  i n  t e rm s  o f  p r o d u c t  c o s t i n g  -  a 
method o f  a t t a c h i n g  c o s t s  t o  p r o d u c t s  i n  o r d e r  t o  a c h ie v e  
’ p r o p e r ’ m a tc h in g  f o r  ’ c o r r e c t ’ income measurement"  ( John­
s o n ,  f o r t h c o m i n g ) .
8.  T h i s  was used by H. B u t t e r f i e l d  i n  h i s  book The Whig I n t e r ­
p r e t a t i o n  qZ  H i s t o r y .
9 .  Some c r i t i c i s m s  a r e  a imed a t  t h e  i d e o l o g i c a l l y  c o n s e r v a t i v e  
p o s i t i o n  o f  f u n c t i o n a l i s m  b u t  no t  a t  t h e  method o f  func ­
t i o n a l i s m .  Other  c r i t i c i s m s  a r e  p u r e l y  a t  t h e  method and 
i t s  r e s t r i c t i v e  c o n t e x t  o f  a n a l y s i s  (Grace  and W i lk in s o n ,  
1985, p.  190) .
10.  The p r o b l e m a t i c  n a t u r e  o f  a c c o u n t i n g  h a s  been  e x p l i c a t e d  
r e c e n t l y  i n  t h e  a c c o u n t i n g  l i t e r a t u r e .  G e n e r a l l y ,  such  a 
v iew  s e e s  a c c o u n t i n g  a s  an  i n t e r e s t e d  a c t i v i t y  and n o t  an 
i s o l a t e d  t e c h n i c a l  endeavo r  t h a t  h a s  i t s  own i n h e r e n t  
r a t i o n a l e  ( s e e ,  f o r  example ,  Hopwood, 1985, f o r th c o m in g ;  
L o f t ,  1986; O’ L e a ry ,  1985) .  Th is  w i l l  be d i s c u s s e d  i n  




AWARENESS OF ORGAWISATIWAL CONTEXT 
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A. INTRODUCTION
There  has  been a  c a l l  I n  t h e  a c c o u n t i n g  l i t e r a t u r e  r e c e n t l y  
t o  l o c a t e  a c c o u n t i n g  i n  i t s  o r g a n i s a t i o n a l  c o n t e x t  ( B u r c h e l l  e t  
a l . ,  1980 ;  Hopwood ,  1983 ;  J o h n s o n ,  1983 ,  1984;  R o b e r t s  and  
S c a p e n s ,  1 9 8 5 ) .  I t  h a s  b e e n  s u g g e s t e d  t h a t  a c c o u n t i n g  
r e s e a r c h e r s  have a d o p te d  a r a t h e r  a c c o u n t i n g - c e n t r i c  approach  t o  
t h e i r  r e s e a r c h .  " A c c o u n t i n g  h a s  b e e n  t r e a t e d  a s  i f  i t  w e r e  a 
f u n c t i o n a l l y  a u t o n o m o u s  s p h e r e  o f  p r a c t i c e ,  and  c o n s e q u e n t l y  
t h e r e  h a s  b e e n  a  c o r r e s p o n d i n g  n e g l e c t  o f  t h e  r e l a t i o n s h i p s  
b e t w e e n  a c c o u n t i n g  a n d  o t h e r  f u n c t i o n a l  a r e a s  w i t h i n  
o r g a n i s a t i o n s ,  -  e . g . ,  m a r k e t i n g ,  p r o d u c t i o n ,  and  p e r s o n n e l "  
( R o b e r t s  and  S c a p e n s ,  1985 ,  p.  4 4 4 ) .  J o h n s o n  h a s  s t a t e d  t h a t  
" a c c o u n t i n g  h i s t o r i a n s  s e l d o m  e x p l o r e  t h e  o r g a n i s a t i o n a l  
c o n d i t i o n s  u n d e r l y i n g  t h e  emergence  and r o l e  o f  a c c o u n t in g .  Nor 
do t h e y  e x a m i n e  t h e  o r g a n i s a t i o n a l  p r o c e s s e s  t h r o u g h  w h i c h  
a c c o u n t i n g  a f f e c t s  s o c i e t y .  I n s t e a d  t h e y  s eem  t o  b e l i e v e  t h a t  
a c c o u n t i n g  s y s t e m s  a r e  . . .  i n d e p e n d e n t  v a r i a b l e s ,  s t a n d i n g  i n  
o r g a n i s a t i o n a l  i s o l a t i o n "  (Hopwood,  1977 ,  p. 188 q u o t e d  i n  
J o h n s o n ,  1983 ,  p . 139) .
H o w e v e r ,  J o h n s o n  ( f o r t h c o m i n g )  h a s  r e c e n t l y  s t a t e d  t h a t  
t h e r e  h a s  been an o r g a n i s a t i o n a l  awaken ing  i n  a c c o u n t i n g  h i s t o r y ,  
p a r t i c u l a r l y  t h e  h i s t o r y  o f  management  a c c o u n t in g .  I n  management
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a c c o u n t i n g  h i s t o r y  t h i s  has  mean t  a  r e - e x a m i n a t i o n  o f  L i t t l e t o n ’s 
vi ew  t h a t  i n t e r n a l  c o s t  a c c o u n t i n g  emerged due t o  t h e  d e s i r e  t o  
have " c o r r e c t "  income m e a s u r e m e n t  f o r  f i n a n c i a l  a c c o u n t i n g  and  
r e p o r t i n g  p u r p o s e s .
J o h n s o n  ( f o r t h c o m i n g )  c o n t e n d s  t h a t  s t u d i e s  f o l l o w i n g  
L i t t l e t o n ’s p e r s p e c t i v e  h a v e  t e n d e d  t o  be n a r r o w  and  p a r t i a l .  
F o r  e x a m p l e ,  P o l l a r d  ( 1 9 6 5 ) ,  i n  h i s  s t u d y  on c o s t  a c c o u n t i n g ,  
f a i l e d  t o  f i n d  f e a t u r e s  o f  t h e  f i n a n c i a l  a c c o u n t i n g  p r o c e d u r e s  
a s s o c i a t e d  by L i t t l e t o n  w i t h  c o s t  a c c o u n t i n g .  J o h n s o n  s t a t e s  
t h a t  " s i n c e  t h e s e  p r o c e d u r e s  w e r e  n o t  i n  e v i d e n c e ,  P o l l a r d ,  
conc luded  t h a t  c o s t  a c c o u n t i n g  was no t  a f e a t u r e  o f  e a r l y  ( i . e . ,  
p r e - 1 8 5 0 )  i n d u s t r i a l  m a n a g e m e n t  p r a c t i c e " ( f o r t h c o m i n g ) .  Not  
o n l y  i s  L i t t l e t o n ’s  way o f  d o in g  h i s t o r y  e x c e s s i v e l y  na rrow and 
d e t e r m i n i s t i c ,  a s  a l r e a d y  n o t e d  i n  C h a p t e r  Two, b u t  a l s o ,  t h e  
c o n c l u s i o n  r e a c h e d  by P o l l a r d  h a s  b e e n  c h a l l e n g e d  by J o h n s o n  
(1 9 7 2 )  and  S t o n e  ( 1 9 7 3 ) .
J o h n s o n  ( f o r t h c o m i n g )  s u g g e s t s  t h a t  t h e  o r g a n i s a t i o n a l  
p e r s p e c t i v e  h a s  b e e n  i n t r o d u c e d  t o  a c c o u n t i n g  h i s t o r i a n s  by 
b u s i n e s s  h i s t o r i a n s ,  who h a v e  ha d  t o  e x a m i n e  p a s t  a c c o u n t i n g  
p r a c t i c e s  i n  o r d e r  t o  u n d e r s t a n d  t h e  h i s t o r y  o f  m a n a g e d  
o r g a n i s a t i o n s .  Some b u s i n e s s  h i s t o r i a n s  have warned  t h e i r  f e l l o w  
c o l l e a g u e s  a b o u t  t h e  d a n g e r  o f  u s i n g  s u c h  m a t e r i a l s  ( M a r r i n e r ,  
1 9 8 0 ) ,  y e t  J o h n s o n  ( f o r t h c o m i n g )  n o t e s  t h e  i n s i g h t s  t h a t  some 
b u s i n e s s  h i s t o r i e s  have  made t o  a c c o u n t i n g .  ^
The o r g a n i s a t i o n a l  i m p e tu s  g i v e n  by b u s i n e s s  h i s t o r i a n s  t o  
a c c o u n t i n g  h i s t o r y  was  e n h a n c e d  by v a r i o u s  o r g a n i s a t i o n a l  
t h e o r i e s  t h a t  have  o f f e r e d  an e x p l a n a t i o n  f o r  a c c o u n t i n g ’s r o l e  
i n  o r g a n i s a t i o n s .  Such  p e r s p e c t i v e s ,  s u g g e s t  J o h n s o n ,  h a v e  
q u e s t i o n e d  L i t t l e t o n ’s v i e w  o f  t h e  h i s t o r y  o f  c o s t  a c c o u n t i n g .  
I n t e r n a l  a n d  e x t e r n a l  a c c o u n t i n g  h a s  e m e r g e d  d u e  t o
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o r g a n i s a t i o n a l  s t r u c t u r e s  and s t r a t e g i e s ,  no t  n e c e s s a r i l y  be c ause  
o f  t h e  d e s i r e  t o  r e p o r t  income.
Th i s  push t o  s tu d y  a c c o u n t i n g  h i s t o r y  i n  i t s  o r g a n i s a t i o n a l  
c o n t e x t  has  i n e v i t a b l y  meant  a r e s e a r c h  approach  which does no t  
s e l e c t i v e l y  e x a m i n e  company  r e c o r d s  w h i c h  d e a l  o n l y  w i t h  t h e  
e x t e r n a l  o r  p u b l i c  s i d e  o f  a c c o u n t i n g  r e c o r d s .  R a t h e r ,  t h i s  h a s  
m e a n t  e x a m i n i n g  i n t e r n a l  a c c o u n t i n g  r e c o r d s  and o t h e r  company  
i n f o r m a t i o n ,  a s  w e l l  a s  e x t e r n a l  a c c o u n t i n g  i n f o r m a t i o n .  I n  
C h a p t e r  Two, t h e  r e s e a r c h  r e p o r t e d  on l o o k e d  p r i m a r i l y  a t  t h e  
e x t e r n a l / p u b l i c  a c c o u n t i n g  r e c o r d s ,  and m o s t l y  i g n o r e d  i n t e r n a l  
r e c o r d s  o r  a  b r o a d e r  o r g a n i s a t i o n a l  p e r s p e c t i v e .  I n v a r i a b l y  such  
h i s t o r i e s  f a i l  t o  examine  i n t e r n a l  a c c o u n t i n g  p r a c t i c e s  i n  t h e i r  
own r i g h t  o r  q u e s t i o n  t h e  e x t e r n a l  a c c o u n t i n g  p r a c t i c e s  f rom an 
o r g a n i s a t i o n a l l y  based  v i e w p o i n t .  Such  r e s e a r c h  a l s o  t e n d s  t o  
p r o m o te  t h e  i d e a  t h a t  t h e  modern d i v i s i o n  be tw een  f i n a n c i a l  and 
m a n a g e r i a l  a c c o u n t i n g  was u n p r o b l e m a t i c  i n  t h e  n i n e t e e n t h  and t h e  
f i r s t  h a l f  o f  t h e  t w e n t i e t h  c e n t u r i e s .
An o r g a n i s a t i o n a l  a p p r o a c h  t o  a c c o u n t i n g  h i s t o r y  t e n d s  t o  
q u e s t i o n  t h e  v iew t h a t  a l l  a c c o u n t i n g  i n f o r m a t i o n  i s  f o r  making  
d e c i s i o n s  a n d  s e e s  a c c o u n t i n g  a s  h a v i n g  o t h e r  r o l e s  s u c h  a s  
c o n t r o l .  Th is  d i a p t e r  w i l l  f i r s t  g iv e  some h i s t o r i c a l  background 
t o  t h e  g r o w t h  o f  b u s i n e s s  o r g a n i s a t i o n s  i n  t h e  e i g h t e e n t h  a n d  
n i n e t e e n t h  c e n t u r i e s  i n  t h e  U n i t e d  Kingdom; s e c o n d l y ,  t h e  c h a p t e r  
w i l l  e x a m i n e ,  i n  t h e  l i g h t  o f  t h i s  h i s t o r i c a l  b a c k g r o u n d ,  
o r g a n i s a t i o n a l  d e v e lopm en t ;  t h i r d l y ,  t h e  a c c o u n t i n g  i m p l i c a t i o n s  
w i l l  be  d i s c u s s e d ;  a n d  l a s t l y ,  a  b r i e f  c r i t i q u e  o f  s u c h  
a p p ro a c h e s  w i l l  be made.
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B. HISTORICAL BACKGROUND
The h i s t o r i c a l  em ergence  o f  t h e  f i r m  has  had m ajo r  e f f e c t s  on 
a c c o u n t i n g  p r a c t i c e s  ( J o h n s o n ,  1983 ,  9 84 ) .  I n  t h e  b r o a d e n i n g  
e n v i r o n m e n t a l  c o n t e x t  o f  t h e  n i n e t e e n t h  and t w e n t i e t h  c e n t u r i e s ,  
f i r m s  g r e w  f r o m  s m a l l  f a m i l y  p a r t n e r s h i p s  i n t o  l a r g e  
c o r p o r a t i o n s .
Few s o c i e t i e s  have unde rgone  a g r e a t e r  change i n  a  s h o r t e r  
p e r i o d  t h a n  t h a t  wh ich t r a n s f o r m e d  t h e  shape  o f  B r i t a i n  be tw een  
1770 t o  1 8 7 0 . B r i t a i n  c h a n g e d  f r o m  a r e l a t i v e l y  s i m p l e  r u r a l  
a g r i c u l t u r a l  c o u n t r y ,  t o  a d e n s e l y  p o p u l a t e d ,  u r b a n i s e d  a nd  
i n d u s t r i a l  c o u n t r y .  T o t a l  m a n u f a c t u r e s  i n c r e a s e d  i n  v a l u e  from 
some £30 m i l l i o n  i n  1770 t o  o v e r  £348 m i l l i o n  i n  1871, f rom abou t  
t w e n t y - f o u r  p e r  c e n t  t o  t h i r t y - e i g h t  p e r  c e n t  o f  GNP ( R o s t o w ,  
1 9 7 5 , pp .  1 9 4 - 1 9 5 ) .  By 1870 B r i t a i n  was  w i t h o u t  d o u b t  t h e  
g r e a t e s t  i n d u s t r i a l  n a t i o n  i n  t h e  w o r l d .  "Over  h a l f  o f  t h e  
w o r l d ’s  c o a l  was r a i s e d  from h e r  p i t s ,  ove r  h a l f  i t s  p i g - i r o n  and 
f o r t y  p e r  c e n t  o f  i t s  s t e e l  came f r o m  B r i t i s h  f u r n a c e s ,  and  
a l m o s t  h a l f  i t s  c o t t o n  c l o t h  was spun and woven i n  B r i t i s h  m i l l s .  
B r i t a i n  p r o d u c e d  w e l l  o v e r  a  t h i r d  o f  t h e  w o r l d ’s  o u t p u t  o f  
m a n u f a c t u r e d  g o o d s .  Her  e x p o r t  t r a d e  was  g r e a t e r  t h a n  t h a t  o f  
F r a n c e ,  Germany  a n d  I t a l y  p u t  t o g e t h e r ,  a nd  f o u r  t i m e s  t h a t  o f  
t h e  U n i t e d  S t a t e s "  ( T u r n e r ,  1971 ,  p .  3) .
The m a n i f e s t a t i o n  o f  t h e s e  c h a n g e s  w e r e  v i s i b l e  on a l l  
s i d e s .  F a c t o r i e s  h a d  s p r u n g  up e v e r y w h e r e  a t t r a c t i n g  t h e i r  
a t t e n d a n t  s m o k i n g  c h i m n e y s  and  i n c r e a s i n g  p o p u l a t i o n .  More 
i n t e r e s t i n g l y ,  t h e r e  was t h e  c o r r e s p o n d i n g  deve lopm ent  and change 
i n  t h e  s t r u c t u r e  o f  b u s i n e s s  o r g a n i s a t i o n s .  The church,  manors  
and  g u i l d s  w e r e  t h e  p u r e s t  e x p r e s s i o n  o f  s o c i a l  s t r u c t u r e  i n  
m e d i e v a l  s o c i e t y ;  y e t  i n  t h e  e i g h t e e n t h  and n i n e t e e n t h  c e n t u r i e s
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t h e  i n d u s t r i a l  e n t e r p r i s e  o r  f a c t o r y  became t h e  dominant  form o f  
o r g a n i s a t i o n  -  b r i n g i n g  i n  t h e  a g e  o f  i n d u s t r i a l  c a p i t a l i s m  
( A s h t o n ,  1948) .
Enormous d i f f e r e n c e s  e x i s t e d  be tw een  t h e  p r o d u c t i o n  u n i t  of  
t h e  m a n o r s  and  g u i l d s  a nd  t h a t  o f  t h e  i n d u s t r i a l  e n t e r p r i s e  o r  
f a c t o r y .  Of c o u r s e ,  i n  b o t h ,  t h e  f a c t o r s  o f  p r o d u c t i o n ,  l a n d ,  
t o o l s  and l a b o u r  a r e  combined. However ,  t h e  c o m b i n a t i o n  o f  t h e s e  
f a c t o r s  i n  t h e  m a n o r  a n d  g u i l d  w a s  o r g a n i c  a n d  l a r g e l y  
t r a d i t i o n a l .  These p r o d u c t i o n  u n i t s  had  a  f i x e d  and acknowledged  
p l a c e  i n  t h e  s o c i a l  h i e r a r c h i c  o r d e r  and  t h e  g u i d e l i n e  f o r  
p r o d u c t i o n  was t h e  i n t e r n a l  p r o v i s i o n  f o r  t h e  s u s t e n a n c e  o f  t h e  
m a n o r s ’ i n h a b i t a n t s .  The e c o n o m i c  m o t i v e  o f  p r o f i t  was  o f  
s u b o r d i n a t e  s i g n i f i c a n c e  (Goudzwaard,  1979, p. 62).
I n  c o n t r a s t ,  t h e  c o m b i n a t i o n  o f  t h e  f a c t o r s  o f  p r o d u c t i o n  i n  
t h e  f a c t o r y  was m e c h a n i c a l  and based  on t h e  dynamics  o f  t e c h n i c a l  
i n n o v a t i o n .  The f a c t o r y  was no t  r o o t e d  i n  t h e  s o c i a l  s t a b i l i t y  
o f  a  t r a d i t i o n a l l y  r e c o g n i s e d  p l a c e  i n  s o c i e t y  bu t  was founded on 
t h e  f l e x i b i l i t y  o f  t h e  w i l l  o f  t h e  e n t r e p r e n e u r  and h i s  p e r s o n a l  
i n i t i a t i v e  w i t h  r e s p e c t  t o  c a p i t a l .  I n  t h e  f a c t o r y ,  t h e  
g u i d e l i n e  f o r  p r o d u c t i o n  was maximum f i n a n c i a l  y i e l d  by means o f  
t h e  m o s t  p r o f i t a b l e  e x p a n s i o n  o f  a n  e x t e r n a l  m a r k e t  f o r  i t s  
p r o d u c t s .  T h e r e f o r e ,  i n d u s t r i a l  e n t e r p r i s e ’s  p r i m a r y  c onc e rn  was 
t o  s t a y  a h e a d  o f  i t s  c o m p e t i t o r s  a nd  i n  t h i s  way s e r v e  t h e  
h i g h e s t  p u r p o s e  o f  s o c i e t y  a s  a w h o l e ,  n a m e l y  t h e  c r e a t i o n  o f  a 
maximum q u a n t i t y  o f  g o o d s  t o  i n c r e a s e  t h e  common w e l f a r e  
( G o u d z w a a r d ,  1979 ,  p. 6 2 ) .
C l o s e l y  a s s o c i a t e d  w i t h  t h e  r i s e  o f  t h e  i n d u s t r i a l  
e n t e r p r i s e  was  t h e  r i s e  o f  t h e  m a r k e t  e c onom y .  P o l a n y i  h a s  
s u g g e s t e d  t h a t  a l l  o t h e r  changes  "were  m e r e ly  i n c i d e n t a l  t o  one 
b a s i c  c h a n g e ,  t h e  e s t a b l i s h m e n t  o f  a m a r k e t  economy"  (19 57,  p.
44
40 ) .  A l t h o u g h  P o l a n y i ' s  com m ent  i s  p e r h a p s  a n  e x a g g e r a t i o n ,  
g r a d u a l l y  t h e  o l d  r e s t r i c t i o n s  on t h e  m o b i l i t y  o f  c a p i t a l  and 
l a b o u r  and t o  a  l e s s e r  e x t e n t ,  l a n d  d i s a p p e a r e d ,  t h u s  e n a b l i n g  a 
p e r i o d  t o  de v e lo p  i n  which t h e  m a r k e t  came as  c l o s e  as  any m ark e t  
h a s  e v e r  done t o  o p e r a t i n g  as  f r e e l y  as  economic  t h e o r y  s u g g e s t e d  
i t  s h o u l d  ( A t i y a h ,  1979 ,  p. 2 2 8 ) .
From 1770 t o  1870 t h e  s i z e  o f  t h e  m a r k e t  was b e in g  i n c r e a s e d  
by d e v e lo p m e n t s  i n  t r a n s p o r t a t i o n .  F i r s t  t h e  new t u r n p i k e  r o a d s ,  
t h e n  t h e  c a n a l s ,  and f i n a l l y  f rom around 1840, t h e  r a i l w a y s  had 
r e n d e r e d  much o f  B r i t a i n  a s  o n e  m a r k e t  f o r  t h e  new i n d u s t r i a l  
m a n u f a c t u r e s .  At  t h e  sam e  t i m e  t h e  g r o w t h  a nd  i m p r o v e m e n t  i n  
s h i p p i n g  s e r v i c e s  w as  b r e a k i n g  down t h e  p h y s i c a l  b a r r i e r s  t o  
i n t e r n a t i o n a l  t r a d e .  2
The e x i s t e n c e  o f  middlemen c o n t r i b u t e d  t o  t h e  e x p a n s io n  i n  
t r a d e  which  n e c e s s a r i l y  accom panied  t h e  i n d u s t r i a l  expa ns ion .  By 
t h e  e nd  o f  t h e  e i g h t e e n t h  c e n t u r y  b a n k e r s ,  f a c t o r s ,  m e r c h a n t s ,  
f o r e i g n  c u r r e n c y  b r o k e r s ,  i n s u r a n c e  b r o k e r s  and s h i p p i n g  b r o k e r s  
w ere  a l l  w e l l  e s t a b l i s h e d  and f a c i l i t a t i n g  t h e  huge e x p a n s io n  i n  
i n t e r n a t i o n a l  t r a d e  which had t a k e n  o f f  i n  t h e  s econd  h a l f  o f  t h e  
e i g h t e e n t h  c e n t u r y  (Ashton,  1955, pp. 66-7) .
The e c o n o m i c  g r o w t h  t h a t  t o o k  p l a c e  i n  t h e  i n d u s t r i a l  
r e v o l u t i o n  and on i n t o  t h e  l a t t e r  h a l f  o f  t h e  n i n e t e e n t h  c e n tu r y  
came a bou t  because  e n t r e p r e n e u r s  r e a l i s e d  t h e  i m p o r t a n c e  o f  a t  
l e a s t  t h r e e  f a c t o r s  -  f i r s t ,  t h e  p o s s i b i l i t y  o f  u s i n g  hum an  
l a b o u r  more e f f i c i e n t l y  t h r o u ^  d i v i s i o n  o f  l a b o u r ;  s e c o n d l y ,  t h e  
use o f  t o o l s  and m ach ines ;  and t h i r d l y ,  t h e  deve lopment  and use 
o f  t e c h n i c a l  i n n o v a t i o n s .  These t h r e e  f a c t o r s ,  deve loped  i n  t h e  
f a c t o r i e s  and m a n u f a c t u r i n g  c o n c e r n s ,  were most  e f f e c t i v e  when 
t h e y  r e i n f o r c e d  each  o t h e r  and were a p p l i e d  i n  m utua l  coherence
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( G o u d z w a a r d ,  1979 ,  p.  6 8 ) .
H a r t w e l l  ( 1 9 7 1 )  h a s  s u m m a r i s e d  t h e  f o r c e s  m a k i n g  f o r  
e c o n o m i c  g r o w t h  i n  t h e  e i g h t e e n t h  and  n i n e t e e n t h  c e n t u r i e s  a s  
f o l l o w s :
1. C a p i t a l  A c c u m u la t i o n : i n c r e a s e d  s a v i n g s  (from commerce
and a g r i c u l t u r e ) ,  low i n t e r e s t  r a t e s ,  i n c r e a s e d  i n v e s t m e n t  (e.g.  
i n  t r a n s p o r t ) ;  p l o u g h i n g - b a c k  o f  h i g h  p r o p o r t i o n  o f  i n c r e a s e d  
i n d u s t r i a l  p r o f i t s ;  i n c r e a s e d  i n v e s t m e n t  f rom p r o f i t  i n f l a t i o n ;  
b e t t e r  m o b i l i s i n g  o f  s a v i n g s  b e c a u s e  o f  i m p r o v e d  f i n a n c i a l  
i n s t i t u t i o n s ;  ec o n o m y  o f  s a v i n g s  ( e . g .  i n v e n t o r i e s )  b e c a u s e  o f  
improved t r a n s p o r t .
2 . I n n o v a t i o n s  - Changes i n  t h e  Techno logy  and O r g a n i z a t i o n  
o f  A g r i c u l t u r e  and  I n d u s t r y :  new a nd  i m p r o v e d  m a c h i n e r y ;  new 
s o u r c e s  o f  p o w e r ;  m o re  r o u n d a b o u t  and  l a r g e r - s c a l e  p r o d u c t i o n  
(e .g .  e n c l o s u r e s  and f a c t o r i e s )  w i t h  g r e a t e r  d i v i s i o n  o f  l a b o u r ;  
i n d u s t r i a l  l o c a l i z a t i o n  ( e x t e r n a l  e c onom ies ) .
3 . F o r t u n a t e  F a c t o r  E n d o w m e n t s :  c o a l ,  i r o n  o r e ,  and  o t h e r  
m i n e r a l s  n e c e s s a r y  f o r  i n d u s t r i a l i z a t i o n ;  f a v o u r a b l e  s i z e  o f  t h e  
economy ( s h o r t  h a u l s ) ;  f a v o u r a b l e  t r a d i n g  s i t e  f o r  growth  m a r k e t s  
( A m e r i c a  a nd  A s i a ) ;  s k i l l e d  l a b o u r  f o r c e ;  i n c r e a s i n g  l a b o u r  
i n p u t s  ( b e c a u s e  o f  a b s o l u t e  i n c r e a s e  i n  p o p u l a t i o n ,  and  a  
r e l a t i v e l y  l a r g e r  i n d u s t r i a l  l a b o u r  f o r c e ,  t h e  r e s u l t  o f  g r e a t e r  
a g r i c u l t u r a l  p r o d u c t i v i t y ) ;  e n t r e p r e n e u r i a l  and i n v e n t i n g  t a l e n t  
i n  good s u p p ly .
4 .  L a i s s e z - f a i r e :  l o n g - t e r m  c h a n g e s  i n  p h i l o s o p h y ,  
r e l i g i o n ,  s c i e n c e ,  and l a w ,  c u l m i n a t i n g  i n  t h e  e i g h t e e n t h  c e n t u r y  
i n  s e c u l a r i s m ,  r a t i o n a l i s m ,  a n d  e c o n o m i c  i n d i v i d u a l i s m ;  
p r o p a g a n d i s t s  f o r  f r e e  e n t e r p r i s e  and r e c e p t i v e  s t a t e s m e n ;  Adam 
Sm ith ;  and s o c i a l  m o b i l i t y .
5. M a r k e t  E x p a n s i o n :  i n c r e a s i n g  f o r e i g n  t r a d e ;  i n c r e a s i n g
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d o m e s t i c  consum pt ion  b e c au s e  o f  (a) i n c r e a s i n g  p o p u l a t i o n  and (b) 
r i s i n g  r e a l  incom es ;  u r b a n i z a t i o n ;  im proved  t r a n s p o r t  which ( i )  
l o w e r e d  c o s t s  and p r i c e s ,  s t i m u l a t i n g  demand and ( i i )  u n i f i e d  and 
i n c r e a s e d  t h e  m a r k e t ;  r e l a t i v e l y  l o w e r  p r i c e s  o f  i n d u s t r i a l  
goods ,  i n c r e a s i n g  demand.
6. M i s c e l l a n e o u s ;  C o n t i n e n t a l  w ars  which f av o u re d  E n g l i s h  
and d i s c o u r a g e d  c o n t i n e n t a l  de v e lo p m en t ;  ' t h e  bounty o f  God* ( t h e  
d e c l i n e  o f  p l a g u e  and  t h e  good  h a r v e s t s  o f  t h e  1 7 3 0 ' s  and  
1 7 4 0 ' s ) ;  t h e  a u t o n o m o u s  g r o w t h  o f  k n o w l e d g e ;  ' t h e  E n g l i s h  
g e n i u s ' .
T h i s  k ind  o f  economic  g row th  was f i r s t  s e e n  i n  t h e  t e x t i l e  
i n d u s t r y  wh ich ,  w i t h i n  s e v e r a l  g e n e r a t i o n s ,  changed from a p r e ­
i n d u s t r i a l ,  home b a s ed ,  c r a f t  i n d u s t r y  i n t o  a h i g h l y  m echan ised ,  
c a p i t a l  i n t e n s i v e  f a c t o r y  i n d u s t r y  (Hannah, 1983,  p .  8 ) .
I n  t h e  f i r s t  h a l f  o f  t h e  e i g h t e e n t h  c e n tu r y  c o t t o n  
m a n u f a c t u r e  w as  t y p i c a l l y  o r g a n i s e d  a n d  f i n a n c e d  by m e r c h a n t  
m a n u f a c t u r e r s  who " p u t  o u t "  t h e  c o t t o n  wool t o  be spun i n t o  y a r n  
and woven i n t o  c l o t h  by w o r k e r s  i n  t h e i r  own homes. The u n i t  o f  
p r o d u c t i o n  was  s m a l l  a nd  f a m i l y  b a s e d .  I n  S c o t l a n d ,  d o m e s t i c  
o u t - w o r k  and t h e  use o f  t h e  hand  loom r e m a in e d  i m p o r t a n t  r i g h t  up 
u n t i l  t h e  1 7 9 0 ' s  b u t  t h e  s p r e a d  o f  p o w e r  s p i n n i n g  was  s o o n  t o  
d i s r u p t  t h i s  o l d  f a m i l y  u n i t  o f  p r o d u c t i o n  (S la v e n ,  1975, p. 97). 
M e ch a n ica l  i n n o v a t i o n s  i n  t h e  p r o c e s s i n g  o f  c o t t o n  and t h e  use o f  
w a t e r  and t h e n  s team  power ,  enhanced  t h e  need f o r  c lo s e  c o n t r o l  
o v e r  l a b o u r  and f o r  t h e  c e n t r a l i s a t i o n  o f  o p e r a t i o n s  t o  g a i n  f u l l  
a c c e s s  t o  t h e  e c o n o m i e s  o f  s c a l e  p r o v i d e d  by s u c h  t e c h n i c a l  
i n n o v a t i o n s .
The a d v a n ta g e s  o f  f a c t o r y  based  p r o d u c t i o n  t h u s  i n c r e a s i n g l y  
made t h e m s e l v e s  f e l t ,  a n d  t h e  n u m b e r  o f  m i l l s  g rew r a p i d l y .
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Hannah  ( 1 9 8 3 ,  p. 9) p o i n t s  o u t  t h a t  i t  c o u l d  be e x p e c t e d  t h a t  
t h i s  de ve lopm en t  would l e a d  t o  t h e  c o n c e n t r a t i o n  o f  p r o d u c t i o n  i n  
f e w e r  and l a r g e r  p l a n t s  i n  t h e  hands  o f  a s m a l l  number o f  f i r m s .  
H o w e v e r ,  t h i s  w as  n o t  t h e  c a s e ;  f o r  a l t h o u g h  t h e  s i z e  o f  f i r m s  
was i n c r e a s i n g  r a p i d l y ,  t h e  g rowth  o f  t h e  m a r k e t  matched  t h e i r  
r a t e  o f  e x p a n s i o n  and  i n  som e  y e a r s  e v e n  o u t s t r i p p e d  i t .  T h i s  
p a t t e r n  o f  d e v e l o p m e n t  c o n t i n u e d  f o r  m o s t  o f  t h e  n i n e t e e n t h  
c e n t u r y .  F o r  e x a m p l e ,  b e t w e e n  1792 and  1850 ,  t h e  n u m b er  o f  
f a c t o r i e s  i n c r e a s e d  f r o m  a b o u t  900 t o  1400 ,  w i t h  t h e i r  a v e r a g e  
t h r o u g h p u t  i n c r e a s i n g  by t h i r t e e n  t i m e s  o v e r  t h e  s am e  p e r i o d  
(H a n n a h ,  1983 ,  p .  10) .
T h i s  p a t t e r n  o f  de v e lo p m en t  i n  t h e  t e x t i l e  i n d u s t r y  d u r i n g  
t h e  i n d u s t r i a l  r e v o l u t i o n  w a s  t h e  h a r b i n g e r  o f  f u t u r e  
d e v e lo p m e n t s  i n  a l l  i n d u s t r i a l  s e c t o r s .  Although some i n d u s t r i e s  
s t i l l  m a i n t a i n e d  t h e  s t r u c t u r e  o f  s m a l l  workshops  and e n t e r p r i s e s  
i n  which t h e  m a s t e r  worked c l o s e l y  w i t h  o n ly  a  few men, by 1871 
o v e r  h a l f  t h e  w o r k in g  p o p u l a t i o n  were  employed i n  f a c t o r i e s  and 
c o n s i d e r a b l y  m o re  t h a n  one  h a l f  o f  o u t p u t  was  p r o d u c e d  i n  t h e  
f a c t o r i e s  (Hannah,  1983, p .  11 ) .
I n  t h e  I 870*s  and  I880*s  a f t e r  a  c e n t u r y  o f  r a p i d  g r o w t h ,  
b o t h  f o r  i n d i v i d u a l  f i r m s  a n d  f o r  t h e  econom y  a s  a  w h o l e ,  
c o m p e t i t i o n  i n  t h e  m a n u f a c t u r i n g  s e c t o r  was  s t r o n g .  Hannah 
comments:
Most  i n d u s t r i e s  had a  m u l t i p l i c i t y  o f  w ha t ,  by 
m o d e r n  s t a n d a r d s ,  w o u l d  be c o n s i d e r e d  s m a l l  
f i r m s ,  and  m o s t  c o n s u m e r s  f a c e d  an  e x p a n d e d  
c h o ic e  b e tw e e n  t h e  goods o f  a l a r g e r  number o f  
s e l l e r s  f r o m  a w i d e r  a r e a .  P r o d u c t  
d i f f e r e n t i a t i o n  e n a b le d  a  few m a n u f a c t u r e r s  o f  
s p e c i a l i z e d  p r o d u c t s  t o  o b t a i n  a  f a v o u r e d  
m a r k e t  p o s i t i o n  and o t h e r  p r o d u c e r s  e n joye d  a 
l o c a l  m a r k e t  p r o t e c t e d  by l o c a l  t a s t e s  o r  long  
d i s t a n c e s  f r o m  o t h e r  p o t e n t i a l  c o m p e t i t o r s .  
I n  g e n e r a l ,  however ,  such f a c t o r s  m i t i g a t i n g  
t h e  s e v e r i t y  o f  c o m p e t i t i o n  w e r e  r a r e .  I n
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a l m o s t  a l l  i n d u s t r i e s  dem and  was  g r o w i n g  
r a p i d l y  a n d ,  i n  many,  m ore  r a p i d l y  t h a n  t h e  
s i z e  o f  f i r m s .  Thus,  d e s p i t e  t h e i r  e x p l o s i v e  
n i n e t e e n t h  c e n t u r y  g ro w th ,  i t  i s  u n l i k e l y  t h a t  
t h e  l a r g e s t  100 f i r m s  i n  i 8 6 0  a c c o u n t e d  f o r  
e v e n  a s  much a s  10 p e r  c e n t  o f  t h e  m a r k e t ,  
c o m p a r e d  w i t h  s o m e t h i n g  n e a r e r  50 p e r  c e n t  
w h i c h  t h e y  c o n t r o l  t o d a y  (1983,  p. 13).
Yet  Hannah g o e s  on  t o  s t a t e  t h a t  " t h e s e  v e r y  c o n d i t i o n s  o f  
c o m p e t i t i o n  and r a p i d l y  expa nd ing  m a r k e t s  c o n t a i n e d  w i t h i n  them 
t h e  i m p e t u s  t o  t h e  d i v i s i o n  o f  l a b o u r  w h i c h  i n  t h e  l o n g  r u n  was  
t o  r e s u l t  i n  t h e  g r e a t e r  c o n c e n t r a t i o n  o f  o u t p u t  i n  t h e  hands  o f  
l a r g e  f i r m s "  (19 83,  p .  13) .  T h e r e f o r e ,  t o w a r d s  t h e  e n d  o f  t h e  
n i n e t e e n t h  and e a r l y  t w e n t i e t h  c e n t u r i e s ,  a t e n d e n c y  t o w a r d s  
g r e a t e r  i n d u s t r i a l  c o n c e n t r a t i o n  t o o k  p l a c e .  Th is  was p a r t l y  due 
t o  t h e  g row th  o f  f i r m s ,  co u p le d  w i t h  t h e  s l o w e r  e x p a n s io n  o f  t h e  
m a r k e t  a s  t h e  pace  o f  economic  g row th  i n  B r i t a i n  s lo w ed  down. ^ 
Kemp (1978,  p. 102) s t a t e s  t h a t  t h e  o v e r a l l  t ende nc y  a t  t h i s  t i m e  
was t o w a r d s  o v e r p r o d u c t i o n  which  e x e r t e d  p r e s s u r e  on p r i c e s  and 
p r o f i t s .  B r i t a i n  now f a c e d  f o r e i g n  c o m p e t i t i o n  i n  many m a r k e t s  
a f t e r  e n j o y i n g  a  v i r t u a l  m o n o p o l y .  She a l s o  f a c e d  f o r e i g n  
c o m p e t i t i o n  i n  h e r  home m ark e t .
I n  some i n d u s t r i e s ,  l e a d i n g  f i r m s  r esponded  t o  t h i s  p r e s s u r e  
by e x t e n d i n g  t h e i r  p l a n t  t o  t h e  new o p t im u m  e f f i c i e n t  s i z e  and  
t h r o u g h  t e c h n i c a l  i n n o v a t i o n s  r e d u c e d  p r i c e s ,  t h u s  e l i m i n a t i n g  
many o f  t h e i r  r i v a l s  s t i l l  o p e r a t i n g  w i t h  e a r l i e r  t e c h n o lo g y .  I n  
o t h e r  i n d u s t r i e s ,  t r a d e  a s s o c i a t i o n s  w e r e  f o r m e d  a t t e m p t i n g  
c o l l e c t i v e  p r i c e  a nd  o u t p u t  c o n t r o l .  T u r n e r  ( 1 9 7 1 ,  p. 27)  
s u g g e s t s  t h a t  t h e s e  t r a d e  a s s o c i a t i o n s  w e r e  e s s e n t i a l l y  
i n s t r u m e n t s  f o r  m a i n t a i n i n g  t h e  s t a t u s  quo  a nd  f o r  s u p p r e s s i n g  
any t en d e n c y  t o  s e v e r e  c o m p e t i t i o n ;  t h e y  appe a le d  p a r t i c u l a r l y  to  
t h e  s m a l l e r  and l e s s  e f f i c i e n t  e n t e r p r i s e s ,  and a c t u a l l y  h e l d  up 
t h e  p r o c e s s  o f  r a t i o n a l i s a t i o n  and merger .
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One o f  t h e  p r o b l e m s  o f  t r a d e  a s s o c i a t i o n s  w a s  t h a t  
i n d i v i d u a l  f i r m s  ha d  a p o w e r f u l  i n c e n t i v e  t o  s e c r e t l y  e x p a n d  
p r o d u c t i o n  and  s e l l  b e lo w  t h e  a g r e e d  p r i c e .  T h i s  p r o b l e m  
d i s a p p e a r e d  i n  a more pe rm a nen t  m erger  o f  i n t e r e s t s .  This  m erge r  
o f  i n t e r e s t s  t o o k  p l a c e  i n i t i a l l y  under  t h e  p a r t n e r s h i p  form o f  
o r g a n i s a t i o n ,  t h e n  s u b s e q u e n t l y  u n d e r  t h e  c o r p o r a t e  f o r m  o f  
e n t e r p r i s e  once  i n s t i t u t i o n a l  d e v e l o p m e n t s  i n  b o t h  company  l a w  
and s t o c k  exchange  p r a c t i c e s  had t a k e n  p l a c e .
Hannah s t a t e s  t h a t  "on  a  num ber  o f  f r o n t s  -  t e c h n i c a l ,  
c o m m e r c i a l  and  a l s o  f i n a n c i a l  -  t h e r e  w e r e ,  i n  t h e  c l o s i n g  
d e c ad e s  o f  t h e  n i n e t e e n t h  c e n t u r y ,  bo th  s t r o n g  p r e s s u r e s  and new 
o p p o r t u n i t i e s  making f o r  l a r g e r  s c a l e  e n t e r p r i s e "  (1983,  p. 23). 
Payne (196?)  s t a t e s  t h a t  t h e  m e r g e r  waves o f  t h e s e  y e a r s  were f a r  
more i n t e n s e  t h a n  any which  had  been e x p e r i e n c e d  e a r l i e r  i n  t h e  
c e n t u r y .  B e t w e e n  1888 a n d  1914 a n  a v e r a g e  o f  a t  l e a s t  s i x t y -  
s e v e n  f i r m s  d i s a p p e a r e d  i n  m e r g e r s  i n  each y e a r ,  and i n  t h e  t h r e e  
p e a k  y e a r s  o f  h i g h  s h a r e  p r i c e s  and  i n t e n s e  m e r g e r  a c t i v i t y  
b e tw e en  1898 and 1900, as  many a s  650 f i r m s  v a l u e d  a t  £42 m i l l i o n  
w ere  a b s o rb e d  i n  one hundred  a n d  n i n e t y - e i g h t  s e p a r a t e  m e r g e r s  
( H a n n a h ,  1 9 8 3 ,  p.  2 3 ) .  T h e r e f o r e ,  f r o m  a r o u n d  1910 o n w a r d s  t h e  
s t r u c t u r e  o f  B r i t i s h  i n d u s t r y  was becoming v e r y  d i f f e r e n t  f rom 
t h r e e  o r  f o u r  d e c a d e s  e a r l i e r .  The f o u n d a t i o n s  o f  t h e  m o d e r n  
c o r p o r a t e  e c onom y  w e r e  a l r e a d y  d i s c e r n i b l e  i n  t h e  l a r g e  f i r m s  
t h a t  had been c r e a t e d  (e.g.  I m p e r i a l  Tobacco, Watney, Dunlop, GKN 
and V i c k e r s ) .
I n i t i a l l y  t h e  l a r g e r  companies  were i n  t h e  more t r a d i t i o n a l  
a nd  s t a p l e  i n d u s t r i e s  s u c h  a s  t e x t i l e s ,  t o b a c c o ,  b r e w i n g ,  and  
e n g i n e e r i n g .  H ow ever ,  a f t e r  t h e  F i r s t  W o r ld  War,  t h e s e  s t a p l e  
i n d u s t r i e s  f a c e d  t h e  s t r a i n  o f  war  and economic  d e p r e s s i o n  and a
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d e c l i n e  i n  t h e i r  t r a d i t i o n a l  m a r k e t s .  The c o n t r a s t  be tw een  p r e -  
a n d  p o s t - w a r  p e r i o d s  i n  i n d u s t r y  was m a r k e d .  The p a t t e r n  o f  
p r o d u c t i o n  o v e r  a w i d e  r a n g e  o f  i n d u s t r i e s  was  t r a n s f o r m e d  a s  
b u s i n e s s  sough t  t o  mee t  war  t i m e  r e q u i r e m e n t s .  The S t a t e  d u r i n g  
t h e  F i r s t  W or ld  War was  a b l e  t o  b r i n g  p r e s s u r e  t o  b e a r  on 
i n d u s t r y  s u c h  t h a t  p r o d u c t  d i f f e r e n t i a t i o n  was d i s c o u r a g e d  and 
i n v e s t m e n t  i n  l o n g  ru n s  and mass p r o d u c t i o n  came a bou t  i n  o r d e r  
t o  mee t  government  demand. ^ I n d i r e c t l y ,  t h i s  r e s u l t e d  i n  more 
m e r g e r  a c t i v i t y ,  a s  f i r m s  made  a c q u i s i t i o n s  t o  e x p a n d  t h e i r  
c a p a c i t y  (H annah ,  1983 ,  p. 3 0 ) .
New i n d u s t r i e s  w e r e  a l s o  e n c o u r a g e d  a t  t h i s  t i m e ,  s u c h  a s  
t h e  c h e m i c a l ,  m o t o r  a n d  e l e c t r i c a l  e n g i n e e r i n g  i n d u s t r i e s .  
However ,  a f t e r  t h e  war ,  economic  d e p r e s s i o n  hung o v e r  B r i t a i n  and 
b u s i n e s s m e n  b e g a n  t o  q u e s t i o n  t h e  d e s i r a b i l i t y  o f  t h e  
c o n f i g u r a t i o n  o f  f i r m s  and m a r k e t s  which t h e y  had i n h e r i t e d  from 
t h e  p r e - w a r  e r a .  The r a t i o n a l i s a t i o n  movement o f  t h e  1920's  and 
1 9 3 0 * 8  c a m e  a b o u t  i n  r e s p o n s e  t o  t h i s  s i t u a t i o n .  T h e  
r a t i o n a l i s a t i o n  movement,  s t a t e s  Hannah, "was an i m p o r t a n t  a s p e c t  
o f  t h e  b u i l d  up o f  d i s s a t i s f a c t i o n  w i t h  t h e  m a r k e t  mechanism and 
o f  t h e  m o v e m e n t  t o w a r d s  g r e a t e r  r e l i a n c e  on  l a r g e  f i r m s  f o r  
e c o n o m i c  o r g a n i s a t i o n "  ( 1 9 8 3 ,  p. 32 ) .  R a t i o n a l i s a t i o n  w as  a 
p r o g r a m m e  o f  m e r g e r ,  i n t e r - f i r m  a g r e e m e n t s  and  " s c i e n t i f i c "  
m a n a g e m e n t  and  w as  u s e d  by b u s i n e s s m e n  t o  r e a c h  t h e i r  g o a l s  o f  
p r o f i t  m a x i m i s a t i o n  and g r o w t h  o f  t h e i r  f i r m s ,  i n  a t i m e  o f  
e c o n o m i c  d e p r e s s i o n .  T h e r e f o r e ,  i n  t h e  d e c a d e  a f t e r  t h e  F i r s t  
World War a s u s t a i n e d  and r a p i d  r i s e  i n  i n d u s t r i a l  c o n c e n t r a t i o n  
to o k  p l a c e  w i t h  t h e  l a r g e s t  one hundred f i r m s  g a i n i n g  c o n t r o l  o f  
a p p r o x i m a t e l y  one q u a r t e r  o f  m a n u f a c t u r i n g  o u t p u t  (Hannah, 19 83, 
p. 105) .
The r i s e  o f  a c o r p o r a t e  economy was a g r a d u a l  and emerg in g
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p r o c e s s .  A f t e r  s e v e r a l  decades  o f  s l i g h t l y  I n c r e a s i n g  i n d u s t r i a l  
c o n c e n t r a t i o n ,  t h e  p e r i o d  o f  1919 t o  1930 saw an a c c e l e r a t i o n  o f  
s t r u c t u r a l  c h a n g e  and  i t  i s  i n  t h i s  p e r i o d  t h a t  t h e  r i s e  o f  t h e  
c o r p o r a t e  economy i s  most  n a t u r a l l y  d a t e d  (Hannah, 1983, p. 114).
C. ORGANISATIONAL DEVELOPMENT
As m e n t i o n e d  i n  t h e  p r e v i o u s  s e c t i o n ,  a r o u n d  1870 ,  B r i t i s h  
i n d u s t r y  w a s  s t i l l  w i d e l y  f r a g m e n t e d  and  c o m p e t i t i v e .  M o s t  
b u s i n e s s e s  were  s t i l l  i n  t h e  hands  o f  i n d i v i d u a l  e n t r e p r e n e u r s ;  
a l t h o u g h  some o f  them had  t a k e n  ad v a n ta g e  o f  t h e  Companies Acts  
t o  i n c o r p o r a t e  w i t h  l i m i t e d  l i a b i l i t y ,  t h e  m a j o r i t y  had n o t ,  and 
even  t h o s e  who had ,  s t i l l  g e n e r a l l y  r e s e m b l e d  t h e  modern f a m i l y  
company o r  p a r t n e r s h i p .
H o w e v e r ,  i n  t h e  l a s t  t w e n t y  t o  t h i r t y  y e a r s  o f  t h e  
n i n e t e e n t h  c e n t u r y  t h i s  s i t u a t i o n  b e g a n  t o  c h a n g e .  W h e r e a s  i n  
e a r l i e r  d e c a d e s  t h e  r a i l w a y s ,  i n s u r a n c e ,  m i n i n g  and  b a n k i n g  
i n d u s t r i e s  had been c h i e f l y  p r o m i n e n t  i n  t h e  c o r p o r a t e  fo rm ,  now 
m a n u f a c t u r i n g  i n d u s t r y  i t s e l f  b e g a n  t o  j o i n  i n  t h e  c o n v e r s i o n .  
Y e t ,  t h e  r e s p o n s e  w as  s l o w  s o  t h a t  by 1885 l i m i t e d  c o m p a n i e s  
a c c o u n t e d  f o r  a t  t h e  m o s t  b e t w e e n  f i v e  and  t e n  p e r  c e n t  o f  t h e  
t o t a l  number  o f  i m p o r t a n t  b u s i n e s s  o r g a n i s a t i o n s .  I t  was o n ly  i n  
s h i p p i n g ,  i r o n  and s t e e l ,  and c o t t o n  t h a t  t h e i r  i n f l u e n c e  could  
be s a i d  t o  h a v e  b e e n  c o n s i d e r a b l e  ( P a y n e ,  1 9 7 4 ,  p .  1 9 ) .  
F u r t h e r m o r e ,  a l t h o u g h  a Ifegal s t r u c t u r e  e x i s t e d  i n  B r i t a i n  by t h e  
m i d - 1 8 6 0 ' s  w h i c h  made p o s s i b l e  c h a n g e s  i n  t h e  s t r u c t u r e  o f  t h e  
i n d i v i d u a l  e n t e r p r i s e ,  few t r o d  t h e  p a th  and i t  was on ly  by 1930 
t h a t  t h e  c o r p o r a t e  economy became i m p o r t a n t  and s i g n i f i c a n t  i n  
t h e  B r i t i s h  economy (Hannah, 1983, p. 114).
T h e r e f o r e ,  t h r o u g h o u t  m o s t  o f  t h e  n i n e t e e n t h  c e n t u r y ,  t h e
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f u n d a m e n ta l  b u s i n e s s  u n i t  was t h e  i n d i v i d u a l  p r o p r i e t o r s h i p  o r  
p a r t n e r s h i p .  Th i s  was n o t  s im p l y  a consequence  o f  t h e  Bubble  Act 
o f  1720 w h e r e b y  t h e  c r e a t i o n  o f  a j o i n t - s t o c k  company w i t h  
t r a n s f e r a b l e  s h a r e s  and c o r p o r a t e  s t a t u s  was p o s s i b l e  on ly  w i th  
t h e  c o n s e n t  o f  t h e  S t a t e ,  bu t  because  t h e r e  a p p e a r s  t o  have been 
no  p r e s s i n g  n e c e s s i t y  t o  d e p a r t  f r o m  t h e  t r a d i t i o n a l  
o r g a n i s a t i o n a l  s t r u c t u r e  (Payne,  1974, p. 17).
Much o f  t h e  work  by b u s i n e s s  h i s t o r i a n s  on t h e  de ve lopm en t  
o f  o r g a n i s a t i o n s  a g a i n s t  t h i s  h i s t o r i c a l  background i n  t h e  U n i ted  
Kingdom h a s  i n v o l v e d  i n t e r a c t i o n  w i t h  t h e o r i e s  o f  i n t e r n a l i s a t i o n  
s t e m m i n g  f r o m  w o r k  d o n e  i n  t h e  U n i t e d  S t a t e s .  5 R e s e a r c h  by 
S c o t t  ( 1 9 7 0 ) ,  C h a n d l e r  ( 1 9 6 2 ,  1 9 7 7 ) ,  and  W i l l i a m s o n  ( 1 9 7 5 )  h a s  
been  commented on and m o d i f i e d  w i t h i n  t h e  c o n t e x t  o f  t h e  U n i ted  
Kingdom by A l f o r d  ( 1 9 7 6 ,  1 9 7 7 ) ,  C h a n d l e r  ( 1 9 8 0 ) ,  C h a n d l e r  and  
Daems ( 1 9 7 9 ,  19 8 0 ) ,  C h i l d  a n d  K i e s e r  ( 1 9 8 1 ) ,  Hannah ( 1 9 7 6 ,  1980 ,  
1 9 8 3 ) a n d  J o h n s o n  (1984) .
C h a n d l e r  (1 9 6 2 )  s e t  o u t  t h e  s t a g e s  o f  o r g a n i s a t i o n a l  
d e v e l o p m e n t  f r o m  a s m a l l  o w n e r - r u n  c o n c e r n  t o  v e r t i c a l l y  
i n t e g r a t e d ,  m u l t i - d i v i s i o n a l  o r g a n i s a t i o n s .  The f i r m s  he  s t u d i e d  
i n  t h e  U n i t e d  S t a t e s  began a s  s i n g l e  u n i t  o p e r a t i o n s ,  g e n e r a l l y  
o w n e r - r u n .  They h a d  a  s i n g l e  f u n c t i o n  and  o p e r a t e d  i n  one  
i n d u s t r y .  Such  f i r m s  i n i t i a l l y  d e v e l o p e d  t h r o u g h  v o l u m e  
e x p a n s i o n  w h i c h  l e d  t o  m a r k e t  e x p a n s i o n .  The p r o b l e m s  t h a t  
e n s u ed  w ere  ones  o f  c o o r d i n a t i o n  b e tw e en  t h e  d i f f e r e n t  o p e r a t i n g  
l o c a t i o n s  o r  a r e a s .
The n e x t  p h a s e  i n  o r g a n i s a t i o n a l  d e v e l o p m e n t  was  t h a t  
v e r t i c a l  i n t e g r a t i o n  o c c u r r e d .  The f i r m s  s t a y e d  i n  t h e  sam e  
i n d u s t r y  b u t  a c q u i r e d  o t h e r  f u n c t i o n s .  So t h e  m a n u f a c t u r i n g  f i r m  
a c q u i r e d  d i s t r i b u t i o n  and  s u p p l y  f a c i l i t i e s .  T h i s  k i n d  o f
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o r g a n i s a t i o n a l  s tr u ct u re  gave rise to planning, control, and 
c o o r d i n a t i o n  p rob le m s  a c r o s s  t h e  v a r i o u s  f u n c t i o n a l  a r e a s  i n  t h e  
o r g a n i s a t i o n .
The t h i r d  p h a s e  i n  t h e  d e v e l o p m e n t  o f  t h e s e  f i r m s  ( w h i c h  
were l a r g e  s c a l e  mass p r o d u c e r s )  concerned an i n c r e a s i n g  t ende nc y  
t o w a r d s  d i v e r s i f i c a t i o n  o f  t h e  c o m p a n i e s ’ a c t i v i t i e s .  As t h e  
f i r m ’s o r i g i n a l  m a r k e t s  became m ore  s a t u r a t e d  o r  d e c l i n e d  t h e y  
moved i n t o  d i f f e r e n t  p r o d u c t  o r  s e r v i c e  a r e a s .  T h i s  s t r a t e g y  
g a v e  r i s e  t o  t h e  a d m i n i s t r a t i v e  p r o b l e m s  o f  p l a n n i n g  and  
c o n t r o l l i n g  d i f f e r e n t  i n d u s t r i e s  and d i f f e r e n t  m a r k e t s .  Chand le r  
s t a t e s :
"The i n h e r e n t  weakness  i n  t h e  c e n t r a l i z e d ,  
f u n c t i o n a l l y  d e p a r t m e n t a l i z e d  o p e r a t i n g  
c o m p a n y . . . . b e c a m e  c r i t i c a l  o n l y  when t h e  
a d m i n i s t r a t i v e  l o a d  on t h e  s e n i o r  e x e c u t i v e s  
i n c r e a s e d  t o  s u c h  an e x t e n t  t h a t  t h e y  w e r e  
u n a b l e  t o  h a n d l e  t h e i r  e n t r e p r e n e u r i a l  
r e s p o n s i b i l i t i e s  e f f i c i e n t l y .  This  s i t u a t i o n  
a r o s e  when  t h e  o p e r a t i o n s  o f  t h e  e n t e r p r i s e  
b e c a m e  t o o  c o m p l e x  a n d  t h e  p r o b l e m s  o f  
c o o r d i n a t i o n ,  a p p r a i s a l ,  a n d  p o l i c y  
f o r m u l a t i o n  too i n t r i c a t e  f o r  a s m a l l  number 
o f  t o p  o f f i c e r s  t o  h a n d l e  b o t h  l o n g - r u n ,  
e n t r e p r e n e u r i a l ,  and s h o r t - r u n ,  o p e r a t i o n a l  
a d m i n i s t r a t i v e  a c t i v i t i e s .  To mee t  t h e s e  new 
n e e d s ,  t h e  i n n o v a t o r s  b u i l t  t h e  m u l t i ­
d i v i s i o n a l  s t r u c t u r e  w i t h  a g e n e r a l  o f f i c e  
w h o s e  e x e c u t i v e s  w o u l d  c o n c e n t r a t e  o n  
e n t r e p r e n e u r i a l  a c t i v i t i e s  a n d  w i t h  
a u t o n o m o u s ,  f a i r l y  s e l f - c o n t a i n e d  o p e r a t i n g  
d i v i s i o n s  w h o s e  m a n a g e r s  w o u l d  h a n d l e  
o p e r a t i o n a l  ones"  (quo ted  i n  W i l l i a m s o n ,  1970, 
p .  113) .
The m u l t i - d i v i s i o n a l  form emerged as  an i n n o v a t i v e  r e s p o n s e  
t o  t h e  a d m i n i s t r a t i o n  p ro b le m s  c r e a t e d  by d i v e r s i f i c a t i o n  i n t o  
d i f f e r e n t  p r o d u c t s  and m a r k e t s .  &
Chand le r  (1976) has a l s o  d e s c r i b e d  l a r g e - s c a l e  e n t e r p r i s e  i n  
t e r m s  o f  o w n e r s h ip  and c o n t r o l  r a t h e r  than  i n  t e r m s  o f  s t r a t e g y  
and s t r u c t u r e .  Chandler  s t a t e s :
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" U n t i l  t h e  l a t e  n i n e t e e n t h  c e n tu r y ,  owners  
n e a r l y  a l w a y s  m a n a g e d  t h e i r  e n t e r p r i s e s .
Those few t h a t  h i r e d  managers  r a r e l y  employed 
a s  many a s  f o u r  o r  f i v e ,  and t h e y  r e t a i n e d  a 
c l o s e  p e r s o n a l  r e l a t i o n s h i p  w i t h  t h e i r  
m a n a g e r s ,  o f t e n  m a k i n g  them  p a r t n e r s  i n  t h e  
f i r m .  Such an  e n t e r p r i s e  may be t e r m e d  a 
p e r s o n a l  on e . As f i r m s  g rew  l a r g e  and  b e g a n  
t o  c a r r y  o u t  m ore  t h a n  o n e  f u n c t i o n ,  t h e  
n u m b e r  o f  s a l a r i e d  m a n a g e r s  i n c r e a s e d ,  
r e a c h i n g  20 o r  30 o r  e v e n  50.  Such e m p l o y e e s  
o r ,  t o  u se  t h e  B r i t i s h  t e r m ,  s e r v a n t s  o f  t h e  
company  r a r e l y  h e l d  l a r g e  h o l d i n g s  o f  i t s  
s t o c k .  These s h a r e s  r em a in e d  i n  t h e  hands o f  
t h e  e n t r e p r e n e u r s  who b u i l t  t h e  company, o r  i n  
t h o s e  o f  t h e i r  f a m i l i e s .  These s h a r e - h o l d e r s  
c o n t in u e d  t o  have a  m a j o r  say  i n  t h e  s e l e c t i o n  
o f  managers ,  i n  t h e  making  o f  o v e r - a l l  p o l i c y ,  
a nd  i n  l o n g - t e r m  p l a n n i n g  and  a l l o c a t i o n  o f  
r e s o u r c e s .  Such m a n a g e r - m a n n e d  b u t  o w n e r -  
c o n t r o l l e d  e n t e r p r i s e s  c a n  be t e r m e d  
e n t r e p r e a e u r ia l  o n e s .  As f i r m s  g rew  l a r g e r  
a n d  a s  t h e i r  a c t i v i t i e s  w e r e  e x t e n d e d  and  
d i v e r s i f i e d ,  s t o c k  o w n e r s h ip  t ende d  t o  become 
w i d e l y  s c a t t e r e d .  F u l l - t i m e ,  s a l a r i e d  c a r e e r  
m a n a g e r s  who owned  l i t t l e  o r  no s t o c k  t o o k  
o v e r  p o s i t i o n s  i n  t o p  a s  w e l l  a s  m i d d l e  and  
l o w e r  management .  They made l o n g - t e r m  as  w e l l  
a s  s h o r t - t e r m  d e c i s i o n s .  O w n e r s  b e c a m e  
r e n t i e r s ,  m o re  c o n c e r n e d  w i t h  t h e  d i v i d e n d s  
t h a n  t h e  o p e r a t i o n  o f  t h e i r  company .  The 
o w n e r s  h a d  n e i t h e r  t h e  t i m e ,  i n f o r m a t i o n ,  
e x p e r i e n c e  nor  commitment  r e q u i r e d  t o  manage.
S u c h  m a n a g e r - d o m i n a t e d  e n t e r p r i s e s  c a n  
p r o p e r l y  be termed  m anagerial"  (1976,  p .  2 8 ) .
C handle r  (1977) p u t  f o r w a r d  some g e n e r a l  p r o p o s i t i o n s  a s  t o  
why t h i s  o r g a n i s a t i o n a l  d e v e l o p m e n t  t o o k  p l a c e  -  why i n  
C h a n d l e r ’ s  p h r a s e  " t h e  v i s i b l e  h a n d  o f  m a n a g e m e n t  r e p l a c e d  t h e  
i n v i s i b l e  h a n d  o f  t h e  m a r k e t  m e c h a n i s m "  ( 1 9 7 7 ,  p. 6) .  H i s  
a n a l y s i s  drew on t h e  f i e l d s  o f  b u s i n e s s  h i s t o r y ,  t h e  h i s t o r y  o f  
t e c h n o l o g y ,  t h e  a n a l y s i s  o f  economic  growth  and t h e  economics  o f  
t h e  f i r m .  The a n a l y s i s  c e n t e r e d  a r o u n d  t h e  f o l l o w i n g  e i g h t  
p r o p o s i t i o n s :  (a)  modern m u l t i p i e - u n i t  e n t e r p r i s e  r e p l a c e d  s m a l l  
t r a d i t i o n a l  e n t e r p r i s e  when t h e  v o l u m e  o f  e c o n o m i c  a c t i v i t i e s  
r e a c h e d  such a l e v e l  t h a t  a d m i n i s t r a t i v e  c o o r d i n a t i o n  made f o r  
g r e a t e r  p r o d u c t i v i t y ,  l o w e r  c o s t s ,  and h i g h e r  p r o f i t s  t h a n
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c o o r d i n a t i o n  by m a r k e t  m e c h a n i s m s ;  (b)  t h e  a d v a n t a g e s  o f  
i n t e r n a l i z i n g  t h e  a c t i v i t i e s  o f  many b u s i n e s s  u n i t s  w i t h i n  a 
s i n g l e  e n t e r p r i s e  c o u l d  n o t  be r e a l i s e d  u n t i l  a  m a n a g e r i a l  
h i e r a r c h y  h a d  b e e n  c r e a t e d ;  ( c) m o d ern  b u s i n e s s  e n t e r p r i s e  
a p p e a r e d  f o r  t h e  f i r s t  t i m e  i n  h i s t o r y  when t h e  v o l u m e  o f  
e c o n o m i c  a c t i v i t i e s  r e a c h e d  a l e v e l  t h a t  made a d m i n i s t r a t i v e  
c o o r d i n a t i o n  m o re  e f f i c i e n t  and  m o re  p r o f i t a b l e  t h a n  m a r k e t  
c o o r d i n a t i o n ;  (d) once m a n a g e r i a l  h i e r a r c h i e s  had been formed and 
h a d  s u c c e s s f u l l y  c a r r i e d  o u t  t h e i r  f u n c t i o n  o f  a d m i n i s t r a t i v e  
c o o r d i n a t i o n ,  t h e s e  h i e r a r c h i e s  t h e m s e l v e s  be c am e  s o u r c e s  o f  
p e rm anence ,  power,  and c o n t in u e d  g row th ;  (e) t h e  c a r e e r s  o f  t h e  
s a l a r i e d  m a n a g e r s  who  d i r e c t e d  t h e s e  h i e r a r c h i e s  became 
i n c r e a s i n g l y  t e c h n i c a l  and  p r o f e s s i o n a l  ; ( f )  t h e  m u l t i p l e - u n i t  
b u s i n e s s  e n t e r p r i s e  g r e w  i n  s i z e  and  d i v e r s i t y  a n d ,  a s  i t s  
m a n a g e r s  be c am e  m ore  p r o f e s s i o n a l ,  t h e  m a n a g e m e n t  o f  t h e  
e n t e r p r i s e  b e c a m e  s e p a r a t e d  f r o m  i t s  o w n e r s h i p ;  (g)  i n  m a k i n g  
a d m i n i s t r a t i v e  d e c i s i o n s ,  c a r e e r  m a n a g e r s  p r e f e r r e d  p o l i c i e s  
f a v o r i n g  t h e  l o n g - t e r m  s t a b i l i t y  and growth  o f  t h e i r  e n t e r p r i s e s  
r a t h e r  t h a n  p o l i c i e s  t h a t  m ax imized  c u r r e n t  p r o f i t s ;  and (h) as  
l a r g e  e n t e r p r i s e s  g rew  and d o m i n a t e d  m a j o r  s e c t o r s  o f  t h e  
economy,  t h e y  a l t e r e d  t h e  b a s i c  s t r u c t u r e  o f  t h e s e  s e c t o r s  and o f  
t h e  economy as  a  whole.
C h a n d l e r ’ s  w o r k  w as  done  i n  t h e  c o n t e x t  o f  t h e  U n i t e d  
S t a t e s .  C h a n d l e r  s u g g e s t s  t h a t  m u l t i - d i v i s i o n a l ,  m anaged  
o r g a n i s a t i o n s  d i d  n o t  e x i s t  i n  t h e  same  way i n  t h e  U n i t e d  
Kingdom u n t i l  a f t e r  World War I I  (Hannah, 1980, p. 42) .  However, 
Hannah (1980) h a s  s u g g e s t e d  such  o r g a n i s a t i o n s ,  o r  a t  l e a s t  many 
o f  t h e i r  c h a r a c t e r i s t i c s ,  e x i s t e d  i n  o r g a n i s a t i o n s  i n  B r i t a i n  i n  
t h e  1 9 1 0 ’s and 1 9 2 0 ’s .  As a l r e a d y  m e n t i o n e d ,  Hannah h a s  s t a t e d
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t h a t  t h e  c o r p o r a t e  economy was  w e l l  i n  p l a c e  by 1930 w i t h  a l l  
t h a t  i n v o lv e d  f o r  i n d i v i d u a l  o r g a n i s a t i o n a l  s t r u c t u r e s .
Chandle r  and Daems (1979) s u g g e s t  t h a t  s o c i a l ,  economic and 
l e g a l  f a c t o r s  a c c o u n t  f o r  t h e  d i f f e r e n c e  i n  t h e  e m e r g e n c e  o f  
m u l t i - d i v i s i o n a l  o r g a n i s a t i o n s  b e t w e e n  t h e  U n i t e d  S t a t e s  and  
U n i t e d  Kingdom. F a m i ly  management ,  i n  many B r i t i s h  companies ,  
l i m i t e d  t h e  e x p a n s i o n  o f  t h e  f i r m ,  s o  t h a t  i t  c o u l d  c o n t i n u e  t o  
d o m i n a t e  a n d  c o n t r o l  t h e  c o m p a n y .  T h i s  r e s u l t e d  i n  t h e  
m a n a g e r i a l  b a c k w a r d n e s s  o f  t h e s e  c o m p a n i e s  r e l a t i v e  t o  U n i t e d  
S t a t e s  companies .  Other  s o c i a l  d i f f e r e n c e s  m en t io n e d  by Chandle r  
and Daems (1979) were t h a t  management  c o n t r o l l e d  a lo n g  the  l i n e s  
o f  r e s p e c t  and s o c i a l  p r e s s u r e  and t h a t  a d e g re e  o f  p a t e r n a l i s m  
was shown t o  l a b o u r .
E c o n o m ic  f a c t o r s  i n c l u d e d  t h e  s i z e  and  g r o w t h  r a t e  o f  t h e  
m a r k e t s  i n  t h e  two  c o u n t r i e s .  The n a t u r e  o f  c o n s u m p t i o n  was  
d i f f e r e n t  i n  t h e  U n i ted  Kingdom, i n  t h e  se n se  t h a t  r e g i o n a l  and 
c l a s s  t a s t e s  g e n e r a l l y  v a r i e d  more w id e ly .  Johnson  h a s  s u g g e s t e d  
t h a t  " B r i t a i n ’ s g e o g r a p h i c a l l y  c o n c e n t r a t e d  e c o n o m i c  i n f r a ­
s t r u c t u r e . . . . i n c o r p o r a  t i  ng  t h e  w o r l d ’ s  m o s t  s o p h i s t i c a t e d  
f i n a n c i a l  s e r v i c e s ,  m a r k e t  exchanges  and t r a n s p o r t a t i o n  ne tw orks ,  
g a v e  B r i t i s h  o r g a n i z e r s  a r e l a t i v e l y  s l i g h t  i n c e n t i v e  t o  
i n t e r n a l i z e  e c o n o m i c  a c t i v i t i e s  i n  t h e  n i n e t e e n t h  and e a r l y -  
t w e n t i e t h  c e n t u r i e s "  ( 1 9 8 4 ,  p .  14) .  C h a n d l e r  a n d  Daems (1979)  
s u g g e s t  t h a t  mass  m a r k e t s  o n l y  d e v e lo p e d  i n  B r i t a i n  a f t e r  World 
War I I .  Hannah (1980)  c h a l l e n g e s  t h i s  a s s e r t i o n  by s t a t i n g  t h a t  
B r i t a i n  v i e w e d  t h e  E m p i r e  a s  h e r  home m a r k e t .  How ever ,  Hannah 
c o n c e d e s  t h a t  t h e  m a r k e t s  w e r e  g e n e r a l l y  d i f f e r e n t  i n  t h e  tw o  
c o u n t r i e s .
Another  d i f f e r e n c e  b e tw een  B r i t a i n  and t h e  U n i t e d  S t a t e s  was 
i n  t h e i r  l e g a l  s i t u a t i o n s .  C a r t e l s  and r e s t r i c t i v e  p r a c t i c e s
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w e r e  l e g a l  i n  B r i t a i n ,  b u t  n o t  i n  t h e  U n i t e d  S t a t e s  w h e r e  t h e  
c o o r d i n a t i o n  o f  s a l e s  p o l i c i e s  and s e c u r i n g  m o n o p o l i s t i c  c o n t r o l  
o v e r  p r i c e s  h a d  t o  be a c h i e v e d  t h r o u g h  m e r g e r  ( H a n n a h ,  19 80,  p. 
67) .
Although t h e r e  i s  some d e b a t e  on t h e s e  d i f f e r e n c e s  be tween  
t h e  U n i t ed  S t a t e s  and B r i t a i n ,  ^ i t  i s  g e n e r a l l y  r e c o g n i s e d  t h a t  
t h e  p a r t n e r s h i p  f o rm  o f  o r g a n i s a t i o n  p e r s i s t e d  i n t o  t h e  e a r l y  
t w e n t i e t h  c e n tu r y  i n  B r i t a i n  and t h a t  B r i t a i n ’s  c o r p o r a t e  economy 
o n l y  s t a r t e d  t o  become d o m i n a n t  i n  t h e  1 9 2 0 ’s .  The n o t i o n  o f  
s t a g e s  o f  d e v e l o p m e n t  i n  o r g a n i s a t i o n s  i s  c l e a r l y  an  o v e r ­
s i m p l i f i c a t i o n  i n t e n d e d  t o  c a p t u r e  t h e  t y p i c a l  p a t h  o f  
o r g a n i s a t i o n  deve lopm ent .  Chi ld  and K i e s e r  s t a t e :  " I t  does n o t  
o f  i t s e l f ,  f o r  e x a m p l e ,  t e l l  one  a b o u t  t h e  p r o c e s s e s  by w h i c h  
t h i s  d e v e l o p m e n t  t a k e s  p l a c e ,  a n d  t h e  l a g s  w h i c h  m i g h t  be 
i n v o lv e d .  How f a r  i n  p r a c t i c e  do m anagers  a d j u s t  s t r u c t u r e s  t o  
s u i t  s t r a t e g i e s  a s  t h e  s c h e m e  i m p l i e s  t h e y  d o ,  a s  o p p o s e d  t o  
t r e a t i n g  s t r u c t u r e s  g iv e n  f o r  a  c o n s i d e r a b l e  p e r i o d  o f  t im e  and 
a l l o w i n g  t h i s  t o  a c t  a s  a c o n s t r a i n t  upon t h e  s t r a t e g i e s  chosen?"
( 1 9 8 1 ,  p. 50 ) .
The s t a g e s - o f - d e v e l o p m e n t  model  o f  Chandler  has  been used by 
J o h n s o n  ( 1 9 7 2 ,  19 7 5 ,  1978)  a n d  C h a n d l e r  ( 1 9 7 7 )  t o  d e s c r i b e  t h e  
d e v e l o p m e n t  o f  m a n a g e m e n t  a c c o u n t i n g  i n  o r g a n i s a t i o n s  a t  
d i f f e r e n t  s t a g e s  o f  deve lo pm en t .
D. ACCOUNTING IMPLICATIONS
Johnson  c a r r i e d  o u t  t h r e e  h i s t o r i c a l  c a se  s t u d i e s  e xam in ing  
management a c c o u n t i n g  i n  t h r e e  d i f f e r e n t  o r g a n i s a t i o n s  a t  t h r e e  
d i f f e r e n t  s t a g e s  o f  deve lopm ent .  His f i r s t  s tu d y  (1972) examined  
th e  c o s t  a c c o u n t i n g  sy s tem  o f  Lyman M i l l s ,  a New England t e x t i l e
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m i l l .  The s y s t e m  e n a b l e d  t h e  c o o r d i n a t i o n  o f  t h e  p r o c e s s  
i n v o l v e d  i n  t h e  c o n v e r s i o n  o f  raw m a t e r i a l s  i n t o  f i n i s h e d  goods 
by t h e  t e x t i l e  m i l l s .  The s y s t e m  was  b a s e d  on t h e  c o m p a n y ’s 
d o u b le  e n t r y  book  o f  a c c o u n t s  and  p r o v i d e d  i n f o r m a t i o n  on 
f i n i s h e d  goods,  on t h e  p r o d u c t i v i t y  o f  w o rk e rs  and a s  a c o n t r o l  
on t h e  s t o c k  o f  raw c o t t o n .
J o h n s o n ’s  (19 7 5 )  s e c o n d  c a s e  s t u d y  e x a m i n e d  m a n a g e m e n t  
a c c o u n t i n g  i n  t h e  v e r t i c a l l y - i n t e g r a t e d  f i r m .  Th is  was a s tu d y  
o f  t h e  DuPont Powder  Company management  a c c o u n t i n g  sy s tem  which 
h a d  b e e n  d e v e l o p e d  t o  c o n t r o l  and  c o o r d i n a t e  t h e  d i v e r s e  
a c t i v i t i e s  o f  t h e  company. Johnson  s t a t e s :
" T h e  D u P o n t  P o w d e r  Com pany  b e c a m e  a 
c e n t r a l l y  m anaged  e n t e r p r i s e  c o o r d i n a t i n g  
t h r o u g h  i t s  own d e p a r t m e n t s  m o s t  o f  t h e  
m a n u f a c t u r i n g  and s e l l i n g  a c t i v i t i e s  f o r m e r l y  
m e d i a t e d  t h r o u g h  t h e  m a r k e t  by s c o r e s  o f  
s p e c i a l i z e d  f i r m s .  A c e n t r a l i z e d  a c c o u n t i n g  
s y s te m  was i n d i s p e n s a b l e  t o  t h e  DuPont Powder 
Company’s  e l a b o r a t e  d e p a r t m e n t  s t r u c t u r e .
I n f o r m a t i o n  p r o v i d e d  by t h e  P o w d e r  
C o m p a n y ’ s  c e n t r a l i z e d  a c c o u n t i n g  s y s t e m  
e n a b le d  t o p  management t o  c a r r y  o u t  two b a s i c  
a c t i v i t i e s  t h a t  c o m p r i s e d  t h e  t a s k  o f  
p l a n n i n g :  t h e  a l l o c a t i o n  o f  new i n v e s t m e n t  
among c om pe t ing  economic  a c t i v i t i e s  ( i n c l u d i n g  
t h e  m a i n t e n a n c e  o f  w o r k i n g  c a p i t a l )  and  t h e  
f i n a n c i n g  o f  new c a p i t a l  r e q u i r e m e n t s "  (1975, 
pp .  1 8 6 - 1 8 7 ) .
The d e c e n t r a l i s e d ,  f u n c t i o n a l  o r g a n i s a t i o n  r e q u i r e d  a 
p e r f o r m a n c e  m easu re  sy s te m  t o  m o t i v a t e  and e v a l u a t e  d e p a r t m e n t a l  
p e r f o r m a n c e  and gu ide  o v e r a l l  f i r m  s t r a t e g y .  The DuPont Company 
d e v i s e d  t h e  a c c o u n t i n g  m easu re ,  r e t u r n  on i n v e s t m e n t  (ROI), which  
s e r v e d  a s  an i n d i c a t o r  o f  t h e  e f f i c i e n c y  o f  i t s  d i v e r s e  o p e r a t i n g  
d e p a r t m e n t s ,  t o  a l l o c a t e  fu n d s  a c r o s s  d e p a r t m e n t s ,  and t o  measure  
t h e  f i n a n c i a l  p e r f o r m a n c e  o f  t h e  company a s  a whole.  ®
The t h i r d  c a s e  s t u d y  made by J o h n s o n  (1978 )  was  i n  G e n e r a l
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M o t o r s  i n  t h e  1 9 2 0 ' s ,  J o h n s o n  d e s c r i b e s  t h e  i n n o v a t i v e  
m a n a g e m e n t  a c c o u n t i n g  s y s t e m  d e v e l o p e d  t o  m e e t  t h e  dem ands  o f  
G ene ra l  Motor’s new m u l t i - d i v i s i o n a l  s t r u c t u r e :
"GM’s m a n a g e m e n t  a c c o u n t i n g  s y s t e m  d i d  
t h r e e  t h i n g s  t o  h e l p  m a n a g e m e n t  a c c o m p l i s h  
’ c e n t r a l i z e d  c o n t r o l  w i t h  d e c e n t r a l i z e d  
r e s p o n s i b i l i t y . ’ F i r s t ,  i t  p ro v id e d  an annual  
o p e r a t i n g  f o r e c a s t  t h a t  c o m p a r e d  e a c h  
d i v i s i o n ’s  e x  a n te  o p e r a t i n g  g o a l s  w i t h  t o p  
m a n a g e m e n t ’s  f i n a n c i a l  g o a l s .  Thi s  f o r e c a s t  
m a d e  i t  p o s s i b l e  f o r  t o p  m a n a g e m e n t  t o  
c o o r d i n a t e  e a c h  d i v i s i o n ’ s e x p e c t e d  
p e r f o r m a n c e  w i t h  c o m p a n y - w i d e  f i n a n c i a l  
p o l i c y .  S e c o n d ,  t h e  m a n a g e m e n t  a c c o u n t i n g  
s y s t e m  p r o v i d e d  s a l e s  r e p o r t s  a nd  f l e x i b l e  
b u d g e t s  t h a t  i n d i c a t e d  p r o m p t l y  i f  a c t u a l  
r e s u l t s  were  d e v i a t i n g  f r o m  p l a n n e d  r e s u l t s .  
They s p e c i f i e d ,  f u r t h e r m o r e ,  t h e  a d j u s t m e n t s  
t o  c u r r e n t  o p e r a t i o n s  t h a t  d i v i s i o n  m a n a g e r s  
s h o u l d  m a k e  t o  a c h i e v e  t h e i r  e x p e c t e d  
p e r f o r m a n c e  g o a l s .  The s a l e s  r e p o r t s  and t h e  
a d v a n c e d  f l e x i b l e  b u d g e t  s y s t e m  p r o v i d e d ,  
t h e n ,  f o r  c o n t r o l  o f  e a c h  d i v i s i o n ’s  a c t u a l  
p e r f o r m a n c e .  T h i rd ,  t h e  management  a c c o u n t in g  
s y s te m  a l l o w e d  to p  management  t o  a l l o c a t e  bo th  
r e s o u r c e s  and  m a n a g e r i a l  c o m p e n s a t i o n  among 
d i v i s i o n s  on t h e  b a s i s  o f  un i fo rm  p e r fo rm a n c e  
c r i t e r i a .  T h i s  s i m u l t a n e o u s l y  e n c o u r a g e d  a 
h i g h  d e g r e e  o f  a u t o m a t i c  c o m p l i a n c e  w i t h  
c o m p a n y - w i d e  f i n a n c i a l  g o a l s  and  g r e a t l y  
i n c r e a s e d  t h e  d i v i s i o n  m anage r ’s  d e c e n t r a l i z e d  
autonomy" ( Johnson ,  1978, pp. 493-494) .
J o h n s o n  f u r t h e r  s t a t e s  t h a t  " t h e  u se  o f  ROI i n  t h e  m u l t i ­
d i v i s i o n a l  o r g a n i s a t i o n  r e p r e s e n t s  t h e  c u l m i n a t i o n  o f  
a c c o u n t i n g ’s e v o l u t i o n  a s  a s o u r c e  o f  d e c i s i o n - u s e f u l  i n f o r m a t i o n  
a b o u t  t h e  i n t e r n a l  n o n - m a r k e t  a c t i v i t i e s  o f  an  o r g a n i s a t i o n "  
( J o h n s o n ,  1984, pp .  1 2 - 1 3 ) .
The t h e s i s  w h i c h  l i e s  b e h i n d  J o h n s o n ’s w o r k  i s  t h a t  t h e  
h i s t o r y  o f  a c c o u n t i n g  h a s  t o  be s t u d i e d  i n  t h e  l i g h t  o f  t h e  
h i s t o r y  o f  t h e  f i r m  a s  i t  e m e r g e d  i n  a W e s t e r n  m a r k e t  economy 
( Johnson ,  1975a, 1981, 1983, 1984). Johnson  ( fo r th c o m in g )  a rg u e s  
t h a t  o f  i n t e r e s t  t o  a c c o u n t i n g  h i s t o r i a n s  i n  such endeavors ,  i s  
t h e  g r o w i n g  l i t e r a t u r e  on o r g a n i s a t i o n  t h e o r y ,  p a r t i c u l a r l y
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W i l l i a m s o n ’s o r g a n i s a t i o n a l  f a i l u r e s  a p p r o a c h ,  J o h n s o n  (19 83) 
s t a t e s  t h a t  m a n a g e m e n t  a c c o u n t i n g  e m e r g e d  t o  r e s o l v e  
o r g a n i s a t i o n a l  d i f f i c u l t i e s  i n  t h o s e  f i r m s  w h i c h  i n c r e a s i n g l y  
i n t e r n a l i s e d  m arke t  a c t i v i t i e s .  He s t a t e s :
"Management a c c o u n t i n g  s y s t e m s  i n  m u l t i ­
d i v i s i o n a l  o r g a n i z a t i o n s  ( such a s  t h e  one used 
by  G e n e r a l  M o t o r s  d u r i n g  t h e  1 9 2 0 s )  
a c c o m p l i s h e d  t h e  s a m e  o b j e c t i v e s  t h a t  c o s t  
a c c o u n t i n g ,  b u d g e t i n g ,  a n d  o t h e r  i n t e r n a l  
a c c o u n t i n g  p r o c e d u r e s  f u l f i l l e d  i n  f a c t o r i e s  
and v e r t i c a l l y - i n t e g r a t e d  f i r m s .  They d e f i n e d  
an i n t e r n a l ,  nonr-market domain i n  which s e a r c h  
f o r  g a i n  w a s  g o v e r n e d  by t h e  o b j e c t i v e s  o f  a 
f i r m ’ s o r g a n i z e r s .  And t h e y  e n a b l e d  
o r g a n i z e r s  t o  i n t e n s i f y  t h e i r  s e a r c h  f o r  ways 
t o  t a k e  e v e r y  a d v a n t a g e  o f  r e s o u r c e s  w i t h i n  
t h a t  d o m a i n .  B u t  t h e  m a n a g e m e n t  a c c o u n t i n g  
p r o c e d u r e s  i n  a  m u l t i d i v i s i o n a l  f i r m  a l s o  
f a c i l i t a t e d  a u n i q u e  k i n d  o f  q u e s t .  The 
s e a r c h  f o r  g a i n  a s  i t  w a s  c o n d u c t e d  by 
o r g a n i z e r s  i n  f a c t o r i e s  a n d  v e r t i c a l l y -  
i n t e g r a t e d  f i r m s  f o c u s e d  s i m p l y  on  d e r i v i n g  
t h e  most  b e n e f i t  f rom r e s o u r c e s  i n  p r o d u c t i o n  
p r o c e s s e s  o r  i n  r a w  m a t e r i a l  and c o n s u m e r  
m a r k e t s .  H o w e v e r ,  t h e  o r g a n i z e r s  o f  t h e  
m u l t i d i v i s i o n a l  f i r m  a s s o c i a t e d  g a i n  w i t h  
d e r i v i n g  t h e  u t m o s t  b e n e f i t  f r o m  t h e i r  
t r e a t m e n t  o f  o t h e r  o r g a n i z e r s ;  s p e c i f i c a l l y ,  
t h e  manager  o f  d i v i s i o n s "  (1983,  pp. 144-145).
The m a r k e t - h i e r a r c h y  i n t e r n a l i s a t i o n  approach  has  b u i l t  on 
t h e  s e m i n a l  w o r k s  o f  C o a s e  (1 9 3 7 )  who g a v e  t h e  r u l e  f o r  
i n t e r n a l i s a t i o n :  g i v e n  t r a n s a c t i o n  c o s t s ,  f i r m s  would e x i s t  and 
" t e n d  t o  expand u n t i l  t h e  c o s t  o f  o r g a n i s i n g  an  e x t r a  t r a n s a c t i o n  
w i t h i n  t h e  f i r m  b e c o m e s  e q u a l  t o  t h e  c o s t  o f  c a r r y i n g  o u t  t h e  
s a m e  t r a n s a c t i o n  by m ea n s  o f  a n  e x c h a n g e  i n  t h e  o p e n  m a r k e t "  
(1937,  p. 395). A c c o rd ing ly ,  t h e  o r g a n i s a t i o n  f a i l u r e s  f ramework  
o f  W i l l i a m s o n  (1 9 7 5 )  s t a t e s  t h a t  t r a n s a c t i o n s  t h a t  m i g h t  
o t h e r w i s e  be ha nd le d  i n  t h e  m a r k e t  a t  c o n s i d e r a b l e  c o s t  o r  l o s s  
o f  e f f i c i e n c y  a r e  p e r f o r m e d  i n t e r n a l l y  and  g o v e r n e d  by t h e  
a d m i n i s t r a t i v e  p r o c e s s e s  w i t h i n  a h i e r a r c h y .  9 Johnson s u g g e s t s
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t h a t  t o  u n d e r s t a n d  a c c o u n t i n g " o n e  m u s t ,  t h e r e f o r e ,  u n d e r s t a n d  
t h e  f o r c e s  t h a t  c a u s e  p e o p l e  t o  c o - o p e r a t e  c o n s c i o u s l y  i n  
e c o n o m i c  e x c h a n g e s  r a t h e r  t h a n  t o  r e l y  on u n c o n s c i o u s  ’m a r k e t ’ 
c o o r d i n a t i o n "  and t h a t  t h e  o r g a n i s a t i o n s  f a i l u r e s  f r a m e w o r k  
p r e d i c t s  why m a n a g e m e n t  a c c o u n t i n g  s h o u l d  e x i s t  ( J o h n s o n ,  
f o r t h c o m i n g ) ,
S p i c e r  and B a l l e w  (1983)  s u g g e s t  t h a t  t h e  o r g a n i s a t i o n  
f a i l u r e s  f r a m e w o r k  a p p r o a c h  c a n  be u sed  t o  a n a l y s e  a f i r m ’s 
management  a c c o u n t i n g  sys tem  i n  two ways. F i r s t ,  t o  s e e  how t h e  
a c c o u n t i n g  and c o n t r o l  sys tem c o n t r o l s  and e v a l u a t e s  employees  i n  
an o r g a n i s a t i o n ,  e s p e c i a l l y  how i t  a l l e v i a t e s  bounded r a t i o n a l i t y  
and r e d u c e s  o p p o r t u n i s t i c  b e h a v io u r .  Secondly ,  t h e  f ram ew ork  can 
be u s e d  t o  s e e  t h e  s i g n i f i c a n c e  o r g a n i s a t i o n a l  s t r u c t u r e s  h a v e  
f o r  a c c o u n t i n g  s y s t e m s  and  how a w r o n g  m a t c h  o f  s t r u c t u r e  t o  
a c c o u n t i n g  sy s te m  may a f f e c t  o v e r a l l  t r a n s a c t i o n a l  e f f i c i e n c y .
Johnson  ( fo r th c o m in g )  comments  t h a t  t h e  em e rg in g  s y n t h e s i s  
o f  h i s t o r i c a l  a c c o u n t i n g  a n d  o r g a n i s a t i o n a l  t h e o r i e s  h a v e  
c o n t r i b u t e d  much t o  management  a c c o u n t i n g  h i s t o r y .  The a w a r e n e s s  
o f  t h e  o r g a n i s a t i o n a l  c o n t e x t  o f  a c c o u n t i n g  a nd  t h e  s t u d y  o f  
company r e c o r d s  have  been i m p o r t a n t  c o n t r i b u t i o n s  t o  t h e  s tu d y  o f  
a c c o u n t i n g  h i s t o r y .
E. CRITICISMS OF THE ORGANISATIONAL APPROACH TO ACCOUNTING 
HISTORY
C r i t i c i s m s  have  been l e v e l l e d  a t  us ing  th e  m a r k e t - h i e r a r c h y  
i n t e r n a l i s a t i o n  a p p r o a c h  t o  e x a m i n e  a c c o u n t i n g  c h a n g e  a t  two  
l e v e l s .  F i r s t l y ,  t h e  m a r k e t - h i e r a r c h y  t h e o r y  h a s  b e e n  
q u e s t i o n e d ;  s e c o n d l y ,  t h e  v i e w  o f  a c c o u n t i n g  c h a n g e  i m p l i e d  by 
such an app roa c h ,  has  been q u e s t i o n e d .
F l a r a h o l t z  (19 8 3 )  h a s  c om m e n te d  on t h e  a p p l i c a b i l i t y  o f
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t h e  o r g a n i s a t i o n  f a i l u r e s  f r a m e w o r k  f o r  u n d e r s t a n d i n g  t h e  
d e v e l o p m e n t  o f  a c c o u n t i n g .  She  s u g g e s t s  t h a t  J o h n s o n ’s w o r k  
p r o v i d e s  a much-needed focus  away from f i n a n c i a l  a c c o u n t i n g  i n  
t h e  h i s t o r y  o f  a c c o u n t in g ,  and c o r r e c t l y ,  i n  h e r  v iew ,  examines  
a c c o u n t i n g  change w i t h i n  t h e  b r o a d e r  c o n t e x t  o f  economic  h i s t o r y .  
H o w e v e r ,  F l a m h o l t z  s t a t e s  t h a t  t h e  f r a m e w o r k  h a s  l i m i t e d  
a p p l i c a b i l i t y  when used h i s t o r i c a l l y ,  e s p e c i a l l y  when a p p l i e d  t o  
" t h e  v a s t  v a r i e t y  o f  o r g a n i s a t i o n a l  s t r u c t u r e s  f o u n d  i n  p r e ­
i n d u s t r i a l  s o c i e t i e s "  ( 1 9 8 3 ,  p . 14 8) ; and  a l s o  g i v e n  t h e  f a c t  
t h a t  t h e  e m e r g e n c e  o f  h i e r a r c h i e s  i n  many c a s e s  h a d  m o re  t o  do 
w i t h  t h e  S t a t e ’s  d e s i r e  t o  have p o l i t i c a l  and econom ic  power t h a n  
w i t h  l o w e r  t r a n s a c t i o n  c o s t s .  N o r t h  ( 1 9 8 5 ) ,  h o w e v e r ,  s e e k s  t o  
i n c o r p o r a t e  t h e  r o l e  o f  t h e  S t a t e  i n  d e v e l o p i n g  t o t a l i s i n g  
h i s t o r i c a l  e x p l a n a t i o n s  based  on a  t h e o r y  o f  t r a n s a c t i o n  c o s t s .
N i c h o la s  ( 1986) c r i t i q u e s  t h e  m a r k e t - h i e r a r c h y  a p p r o a c h  a s  
b e in g  t o o  na rrow.  "F irm s  a r e  no t  i s l a n d s  o f  p lanne d  c o o r d i n a t i o n  
i n  a  s e a  o f  m a r k e t  r e l a t i o n s "  (19 86, p. 65). The s tu d y  o f  m u l t i ­
n a t i o n a l s  h a s  i n d i c a t e d  t h a t  t h e r e  a r e  i n t e r m e d i a t e  i n s t i t u t i o n a l  
a r r a n g e m e n t s ,  such as  c o n t r a c t s ,  f r a n c h i s e s ,  l i c e n s e s ,  and a g e n t s  
which  a l s o  a t t e n u a t e  t r a n s a c t i o n  c o s t s .
The s e c o n d  c r i t i c i s m  l e v e l e d  a t  t h e  o r g a n i s a t i o n  f a i l u r e s  
f r a m e w o r k  i s  t h a t  i t  i s  a  s t a t i c  c o n c e p t .  I t  d o e s  n o t  e x a m i n e  
t h e  p r o c e s s e s  by w h i c h  t r a n s i t i o n  b e t w e e n  a l t e r n a t i v e  
o r g a n i s a t i o n a l  f o r m s  t a k e s  p l a c e  ( C h i l d  and  K i e s e r ,  1981;  
N i c h o l a s ,  1986). From an a c c o u n t i n g  p o i n t  o f  v i e w ,  the  p r o c e s s e s  
o f  a c c o u n t i n g  c h a n g e  u n d e r  t h e s e  o r g a n i s a t i o n a l  p e r s p e c t i v e s  
r e m a i n  u n e x p l o r e d  (Hopwood,  f o r t h c o m i n g ) .  N e i m a r k  (19 83) 
c r i t i c i s e s  o r g a n i s a t i o n  t h e o r i e s  such as  agency,  con t ingency  and 
m a r k e t - h i e r a r c h y  i n t e r n a l i s a t i o n  t h e o r i e s ,  a s  l a c k i n g  a s o c i o —
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h i s t o r i c a l  p e r s p e c t i v e .  She s t a t e s  t h a t  r e s e a r c h e r s  u s in g  t h e s e  
t h e o r i e s  " s i t u a t e  t h e i r  a n a l y s i s  w i t h i n  a t i m e l e s s  s p a c e  and  
t h e r e b y  f a i l  t o  s p e l l  o u t  t h e  s o c i a l  o r i g i n s  o f  c o n t r o l  s y s te m s  
o r  how t h e y  e v o l v e  o v e r  t i m e "  ( 1983,  p. 6 ? ) .   ^  ^ Such  t h e o r i e s  
t end  t o  l o o k  on ly  a t  t h e  r e l a t i o n s h i p  be tween  a c c o u n t in g  and th e  
o r g a n i s a t i o n ,  and pay l i t t l e  a t t e n t i o n  t o  t h e  b r o a d e r  s o c i a l  
c o n t e x t  ( L o f t ,  1986,  p.  1 3 8 ).
J o h n s o n  ( f o r t h c o m i n g )  a c k n o w l e d g e s  t h a t  much o f  t h e  
r e s e a r c h ,  which v iew s  t h e  de ve lopm en t  o f  a c c o u n t i n g  as  a n s w e r i n g  
e c o  no mi c - o r g a n i s a t i o n a l  n e e d s ,  i s  o n e - s i d e d .  He s t a t e s :  
" I n t e r p r e t i n g  a c c o u n t i n g  p r a c t i c e s  t h rough  t h e i r  c o n t r i b u t i o n  t o  
v a r i o u s  f e a t u r e s  o f  o r g a n i s a t i o n a l  a c t i v i t y ,  t h e s e  s t u d i e s  o f t e n  
p o r t r a y  a c c o u n t i n g  i n  an e n a b l i n g  r o l e :  a c c o u n t i n g  p l a y s  a r o l e
t h a t  p e r m i t s  an  o r g a n i s a t i o n  t o  a c h i e v e  a  f o r e o r d a i n e d  pu rpose  
m o r e  e f f i c i e n t l y  t h a n  i t  c o u l d  do  o t h e r w i s e "  ( J o h n s o n ,  
f o r t h c o m i n g ) .  A c c o u n t i n g ,  t h e r e f o r e ,  i s  s e e n  t o  h a v e  e m e r g e d  
from t h e  p r ob le m s  c r e a t e d  by t h e  need t o  manage and c o o r d i n a t e  i n  
a  p a r t i c u l a r  o r g a n i s a t i o n a l  form.  Such o r g a n i s a t i o n a l  i n s i g h t s  
i n t o  a c c o u n t i n g  t e n d  t o  be f u n c t i o n a l i s t  i n  t h a t  t h e y  s e e  
a c c o u n t i n g  a d a p t i n g  to  t h e  needs  and r e q u i r e m e n t s  o f  t h e  s p e c i f i c  
o r g a n i s a t i o n s  i n  which i t  f u n c t i o n s  (Hopwood, f o r th c o m in g ) .
Hopper e t  a l .  (1985) s t a t e s  t h a t  t h e  h i s t o r i c a l  d eve lopm en t  
o f  a c c o u n t i n g  i m p l i e d  by t h i s  r e s e a r c h  i s  one  w h i c h  s e e s  
a c c o u n t i n g  a s  t h e  r e s u l t  o f  t e c h n i c a l  and  o r g a n i s a t i o n a l  
p r o g r e s s .  1^ A c c o u n t i n g  i s  v i e w e d  i n  t h e  c o n v e n t i o n a l  m a n n e r ,  
f rom a r e l a t i v e l y  u n p r o b l e m a t i c ,  t e c h n i c a l  p e r s p e c t i v e .  Hopwood 
c o g e n t l y  s t a t e s :
" . . . . t h e  o r g a n i z a t i o n a l  c a l c u l u s  i m p l i c i t  
i n  a c c o u n t i n g  a d a p t a t i o n  i s  s t i l l  one  t h a t i s  
p o s i t e d  on  t h e  f u n c t i o n a l  r o l e s  t h a t  
a c c o u n t i n g  p l a y s  i n  t h e  e n h a n c e m e n t  o f  an
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e x t e r n a l  c o n c e p t  o f  o r g a n i z a t i o n a l  
pe r fo rm a nc e .  The p a th  o f  a c c o u n t i n g  movement 
i s  s e em in g ly  an u n p r o b l e m a t i c  one. Account ing 
b e c o m e s  w h a t  i t  n e x t  s h o u l d  be ,  a p p a r e n t l y  
g u i d e d  by a r a t i o n a l ,  e v e n  i f  s t i l l  p o o r l y  
u n d e r s t o o d ,  c a l c u l u s  o f  o r g a n i z a t i o n a l  
i m p r o v e m e n t  w h i c h  i s  n o t  u n r e l a t e d  t o  t h a t  
w h i c h  i s  i m p l i c i t  i n  m o r e  t r a d i t i o n a l  
c o n c e p t i o n s  o f  t h e  c r a f t .  L i t t l e  r o l e  i s  
a c k n o w l e d g e d  f o r  ^ m a n a g e r i a l  d i s c r e t i o n  and 
c h o ic e *  l e t  a l o n e  t h e  a c t i v e  e x e r c i s e  o f  
’p o l i t i c s  and p o w e r . '  A c c o u n t i n g  c h a n g e  i s  
s e e n  a s  a  r e f l e c t i v e  r a t h e r  t h a n  a 
c o n s t r u c t i v e  o r g a n i z a t i o n a l  e n d e a v o u r .  The 
c r a f t  s t r i v e s  t o  a d j u s t  i n  t h e  name o f  an  
i n d e p e n d e n t  and u n p r o b l e m a t i c  end t o  a c o n t e x t  
t h a t  i t  h a s  no r o l e  i n  c r e a t i n g .  And 
g e n e r a l l y  i t  i s  p r e s u m e d  t h a t  i t  i s  a d e q u a t e  
t o  t h e  e n d s  t h a t  i t  s e r v e s .  E n a b l i n g  r a t h e r  
t h a n  m o re  a c t i v e l y  s h a p i n g  o r g a n i z a t i o n a l  
a f f a i r s ,  o t h e r  o r g a n i z a t i o n a l  f a c t o r s  a r e  s e en  
a s  i m p i n g i n g  on  a c c o u n t i n g  b u t  a c c o u n t i n g  
s e e m i n g l y  h a s  no s i m i l a r l y  a c t i v e  r o l e  t o  
p l a y .  The a n a l y s i s  o f  a c c o u n t i n g  d i v e r s i t y  
t h e r e b y  h a s  r e s u l t e d  o n l y  i n  a  p r e s u m p t i o n  o f  
change r a t h e r  t h a n  more s p e c i f i c  a n a l y s e s  o f  
t h e  p r o c e s s e s  by which  a c c o u n t i n g  becomes wha t  
i t  i s  no t  t h a t  make no p r i o r  a s s u m p t io n s  as  t o  
e i t h e r  t h e  u n d e r l y i n g  l o g i c s  a t  w o r k  o r  t h e  
o r g a n i z a t i o n a l  r o l e s  and  consequences  o f  t h e  
a c c o u n t i n g  c r a f t "  (Hopwood,  f o r t h c o m i n g ) .
D e s p i t e  t h e s e  c r i t i c i s m s ,  t h e  o r g a n i s a t i o n a l  a p p r e c i a t i o n s  
p r o v i d e d  by t h i s  r e s e a r c h  a r e  u s e f u l .  The h i s t o r y  o f  a c c o u n t i n g  
i s  b e in g  s e e n  from t h e  b r o a d e r  p e r s p e c t i v e  p r o v id e d  by economic 
and b u s i n e s s  h i s t o r y .  A ccoun t ing  i s  b e in g  shown a s  e x i s t i n g  i n  
t h e  c o n t e x t  o f  t h e  o r g a n i s a t i o n  w i t h  i t s  s t r a t e g y  and s t r u c t u r e ,  
i t s  k i n d  o f  o w n e r s h i p  and  c o n t r o l ,  and  i t s  a p p r o a c h  t o  t h e  
s e g m e n t a t i o n  o f  w o r k  and  o t h e r  o r g a n i s a t i o n a l  t e c h n o l o g i e s  and 
p r a c t i c e s .  A n o t h e r  e m p h a s i s  o f  t h i s  o r g a n i s a t i o n a l l y - b a s e d  
r e s e a r c h  has  been on t h e  p r a c t i c e s  o f  a c c o u n t in g  i t s e l f ,  r a t h e r  
t h a n  r e s e a r c h i n g  e x t e r n a l  r e p o r t s  pe r  s e  and t e x t b o o k s .  Such an 
e m p h a s i s  h a s  m e a n t  t h a t  J o h n s o n ' s  r e s e a r c h  h a s  h i g h l i g h t e d  
a c c o u n t i n g ' s  r o l e  i n  c o n t r o l ,  r a t h e r  t h a n  t h e  f i n a n c i a l  
a c c o u n t i n g / d e c i s i o n  m a k i n g  r o l e  e l a b o r a t e d  on i n  much o f  t h e
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h i s t o r i c a l  l i t e r a t u r e .
H o w e v e r ,  r e c e n t  c o m m e n t a t o r s  on  o r g a n i s a t i o n a l l y - b a s e d  
r e s e a r c h  s u g g e s t  t h a t  t h e  i n s i g h t s  f rom t h i s  work can be e n r i c h e d  
a n d  d e e p e n e d  by t a k i n g  a m ore  p r o b l e m a t i c ,  c r i t i c a l  v i e w  o f  
a c c o u n t i n g  ( H o p p e r  e t  a l . ,  1985 ;  Hopwood,  1983 ,  f o r t h c o m i n g ) .  
Such a  view would r e c o g n i s e  t h e  i n t e r a c t i v e  n a t u r e  o f  ac co u n t in g .  
A cc o u n t in g  would be s e en  no t  j u s t  a s  r e f l e c t i n g  i t s  c o n t e x t ,  bu t  
would  a l s o  show how some a s p e c t s  o f  t h a t  c o n te x t  m ig h t  i n  t u r n  be 
sh aped  by a c c o u n t i n g  i t s e l f .
C h a p t e r  F o u r  w i l l  e x a m i n e  t h e  r e c e n t  e m e r g e n c e  i n  t h e  
a c c o u n t i n g  h i s t o r y  l i t e r a t u r e  o f  t a k i n g  a  m o r e  c r i t i c a l  
p e r s p e c t i v e  on a c c o u n t in g .  T h i s  r e s e a r c h  v i e w s  a c c o u n t i n g  as  an 
i n t e r e s t e d  e nde avo r  w i t h  d i s t r i b u t i o n a l  and s o c i a l  consequences .  
I t  s e e k s  t o  p l a c e  a c c o u n t i n g  w i t h i n  i t s  broad  s o c i a l ,  p o l i t i c a l ,  
a n d  i n s t i t u t i o n a l  e n v i r o n m e n t  a n d  s e e k s  t o  d e s c r i b e  a  r i c h e r ,  
m o r e  n u a n c e d  v i e w  o f  t h e  e m e r g e n c e  o f  a c c o u n t i n g  i n  s p e c i f i c  




1. I n  a U n i ted  Kingdom c o n t e x t ,  J o n e s  (1981)  draws on t h e  work 
o f  b u s i n e s s  h i s t o r i a n s  i n  h i s  work on t h e  p u b l i c  a c c o u n t ­
i n g  f i r m ,  E r n s t  and Whinney.
2 .  I n  a t t e m p t i n g  t o  a c c o u n t  f o r  B r i t a i n ' s  p r i o r i t y  i n  i n d u s ­
t r i a l i s a t i o n ,  emphas i s  i s  o f t e n  g i v e n  t o  t h e  i m p o r t a n t
r o l e  o f  i n t e r n a t i o n a l  t r a d e .  Yet ,  Kemp (1978 ,  p .  13) p o i n t s  
o u t  t h a t  o t h e r  p a r t s  o f  Europe en joyed  a  boom o f  f o r e i g n  
t r a d e  a l s o .  He s u g g e s t s  t h a t  what  d i s t i n g u i s h e d  B r i t a i n  
was no t  so much h e r  s u c c e s s  a s  an e x p o r t e r ,  b u t  t h e  
c h a r a c t e r  o f  t h e  home m a r k e t  from which t h e  e x p o r t  
i n d u s t r i e s  drew t h e i r  s t r e n g t h .
3 .  Deane (1965 ,  p .  196) s t a t e s  t h a t  GNP grew a t  2 . 4  p e r  cen t  
p e r  annum be tw een  I 8 4 0 ' s  and I 8 7 0 ' s ,  bu t  o n l y  1 .9  p e r  c e n t  
p e r  annum between  t h e  I 8 7 0 ' s  and 1914.
4 .  For t h e  e f f e c t  on t h e  a c c o u n t i n g  p r o f e s s i o n  and t h e  p r a c t i c e
o f  management a c c o u n t i n g  s e e  L o f t  (1986) .
5 .  Al though work by J e f f r e y s  (1977)  and Hunt (1936)  have 
always  been  i m p o r t a n t .
6 .  Chand le r  a r g u e s  t h a t  s t r u c t u r e  f o l l o w s  s t r a t e g y .  However, 
A l fo rd  (1976)  s u g g e s t s  t h a t  t h e  r e l a t i o n s h i p  be tween  
s t r u c t u r e  and s t r a t e g y  s h o u ld  n o t  be se en  as  c a u s a l ,
b u t  r a t h e r ,  i t  sho u ld  be v iewed as  be ing  s y m b i o t i c .
7 .  See Cha p te r  7 f o r  some comments on James F i n l a y ' s  i n v e s t m e n t
g roup-m anag ing  a g e n t  s t r a t e g y  which a c h ie v e d  many o f  t h e  
a d v a n ta g e s  o f  a  m u l t i - d i v i s i o n a l  o r g a n i s a t i o n .
8 .  For an  e x c e l l e n t  r e v i e w  o f  J o h n s o n ' s  ca se  s t u d i e s  i n  f u l l e r  
d e t a i l ,  s e e  Kaplan (1 9 8 4 ) .
9 .  Dahlman (1979 ,  p .  149) s t a t e s  t h a t  t r a n s a c t i o n  c o s t s  r e p r e ­
s e n t  r e s o u r c e  e x p e n d i t u r e s  n e c e s s i t a t e d  by a  l a c k  o f  i n ­
f o r m a t i o n .  They i n c l u d e :  (1)  p r e - c o n t r a c t  s e a r c h  and i n ­
f o r m a t i o n  c o s t s  i n c u r r e d  b e c au s e  o f  i m p e r f e c t  i n f o r m a t i o n  
abou t  t h e  e x i s t e n c e  and l o c a t i o n  o f  t r a d i n g  o p p o r t u n i t i e s  
o r  t h e  c h a r a c t e r i s t i c s  o f  a v a i l a b l e  i t e m s ,  (2)  b a r g a i n i n g  
and d e c i s i o n  c o s t s  s p e n t  i n  i n v e s t i g a t i n g  m u t u a l l y  a g re e ­
a b l e  t e rm s  and c o n d i t i o n s ,  and (3 )  p o l i c i n g  and e n f o r c e ­
ment c o s t s  i n c u r r e d  t o  p r e c l u d e  ex p o s t  v i o l a t i o n s  o f
th e  c o n t r a c t  by one o r  bo th  p a r t i e s  t o  t h e  a g reem en t .
10.  T h i s  view has been e n d o r s e d  by W i l l i amson  who a n a ly s e d  
t r a n s a c t i o n  c o s t s  i n  t e rm s  o f  " t h e  compara t ive  c o s t s  o f  
p l a n n i n g ,  a d o p t i n g  and m o n i t o r i n g  t a s k  com p le t io n  under 
a l t e r n a t i v e  governance  s t r u c t u r e s  -  whereby gove rnance  
s t r u c t u r e  I  have r e f e r e n c e  t o  t h e  e x p l i c i t  o r  i m p l i c i t
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c o n t r a c t u a l  f ramework w i t h i n  which a t r a n s a c t i o n  i s  
l o c a t e d  ( m a r k e t s ,  f i r m s ,  and mixed modes -  e . g .  f r a n c h i s ­
i n g  -  i n c l u d e d "  (1981,  p .  1544) .
11. B u r c h e l l  e t  a l . ,  (1985)  l e v e l  t h e  same c r i t i q u e  a t  agency 
t h e o r y  i n  t h a t  t h e  complex p r o c e s s e s  whereby d i f f e r i n g  
g roups w i th  an i n t e r e s t  i n  a c c o u n t i n g  ( e . g .  c e r t a i n  
a g e n t s ) ,  come i n t o  e x i s t e n c e  i s  l a r g e l y  n e g l e c t e d .  Agency 
th e o r y  t e n d s  t o  assume t h e  c r e a t i o n  o f  a c c o u n t i n g  as  a 
g i v e n .  I t  e l a b o r a t e s  on a c c o u n t i n g  r a t h e r  t h a n  e x p l a i n s  
how i t  i s  c r e a t e d .
12. T in k e r  s t a t e s  t h a t  t h e  h i s t o r i c a l  p e r s p e c t i v e  u n d e r l y i n g  
C h a n d l e r ' s  (1962 ,  1977) work i s  a s o c i a l  d a r w i n i s t  one 
t h a t  t a k e s  f o r  g r a n t e d  t h a t  c o m p e t i t i v e  m a r k e t s  a r e  
d i r e c t l y  a na logous  t o  e v o l u t i o n a r y  mechanisms t h a t  
a l l o w  o n l y  t h e  f i t t e s t  ( o r  t h e  most  e f f i c i e n t  o r g a n i s a ­




CRITICAL APPROACHES TO THE HISTORY OF ACCOUNTING
A. INTRODUCTKMI
The c r i t i c i s m s  l e v e l l e d  a t  much o f  t h e  t r a d i t i o n a l  (C h a p te r  
Two) and o r g a n i s a t i o n a l l y - b a s e d  (Chap te r  Three)  r e s e a r c h  i s  t h a t  
a c c o u n t i n g  i s  v iew e d  a s  a t e c h n i c a l ,  n e u t r a l  d i s c i p l i n e  and t h a t  
a c c o u n t i n g  i s  no t  s e en  a s  a c o n s t i t u t i v e  phenomenon. The v iew  o f  
h i s t o r y  t a k e n  i n  t h i s  c o n v e n t i o n a l  r e s e a r c h  i s  g e n e r a l l y  one o f  
a d a p t a t i o n  a n d  p r o g r e s s .  C r i t i c a l  a p p r o a c h e s  t o  h i s t o r i c a l  
r e s e a r c h  h a v e ,  on  t h e  o t h e r  h a n d ,  t e n d e d  t o  q u e s t i o n  and 
p r o b l e m a t i z e  a c c o u n t i n g  i t s e l f ,  and  e x a m i n e  t h e  way a c c o u n t i n g  
s h a p e s  i t s  c o n t e x t  r a t h e r  t h a n  b e in g  c o m p l e t e l y  d e t e r m i n e d  by i t .  
The v i e w  o f  h i s t o r y  t a k e n  i n  t h e s e  s t u d i e s  h a s  n o t  b e e n  one  o f  
c o n t i n u i t y  i n  t h e  m i d s t  o f  c h a n g e  ( L i t t l e t o n  and  Z im m e rm a n ,  
1 9 6 2 ) ,  b u t  one  o f  d i s c o n t i n u i t y ,  e m p h a s i s i n g  t h e  c o n f l i c t u e l ,  
p o l i t i c a l  a n d  i n t e r e s t e d  a s p e c t s  i n v o l v e d  i n  a n d  a r o u n d  
a c c o u n t i n g  when l o o k i n g  a t  a c c o u n t i n g  change.
The d i s s a t i s f a c t i o n  w i t h  t r a d i t i o n a l  a c c o u n t i n g  h i s t o r i e s  
was v o i c e d  i n  t h e  l a t e  1970*s by a c o m m i t t ee  s e t  up by t h e  S o c i a l  
S c i e n c e  Resea rch  Counci l   ^ i n  t h e  U n i t ed  Kingdom. Th is  c om m it t ee  
was s e t  up t o  e x p l o r e  t h e  need and p o t e n t i a l  f o r  r e s e a r c h  on th e  
s o c i a l  and  p o l i t i c a l  a s p e c t s  o f  a c c o u n t i n g  (Hopwood ,  1985 ,  p. 
361). I n  t h e  c o m m i t t e e ' s  d e l i b e r a t i o n s ,  t h e  n a t u r e  o f  h i s t o r i c a l  
r e s e a r c h  i n  a c c o u n t i n g  was a d d re s s e d .  They were concerned  w i t h  
q u e s t i o n s  such as  "How had a c c o u n t i n g  become what  i t  now i s ?  How 
can we u n d e r s t a n d  t h e  p r o c e s s e s  o f  change? How have w i d e r  i s s u e s
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and con c e rn s  im p a c te d  on a c c o u n t i n g  p r a c t i c e ? "  (Hopwood, 1985, p. 
3 6 5 ) .  M ost  o f  t h e  c o m m i t t e e  e x p r e s s e d  d i s s a t i s f a c t i o n  a t  t h e  
t h e n  s t a t e  o f  knowledge and d i r e c t i o n s  o f  h i s t o r i c a l  r e s e a r c h  i n  
a c c o u n t i n g .  Much o f  t h e  h i s t o r i c a l  r e s e a r c h  w a s ,  i n  t h e  
c o m m i t t e e ' s  e s t i m a t i o n ,  e i t h e r  a n t i q u a r i a n  o r  t e l e o l o g i c a l  
(Hopwood ,  1985 ,  pp. 365-366).
The co m m i t t ee  no ted  c r i t i c i s m s  o f  a n t i q u a r i a n / t e l e o l o g l c a l  
n o t i o n s  o f  h i s t o r y  i n  t h e  s o c i a l  s c i e n c e s  and t h e  a v a i l a b i l i t y  o f  
o t h e r  a p p r e c i a t i o n s  o f  t h e  d y n a m i c s  o f  h i s t o r i c a l  c h a n g e .  
F u r t h e r m o r e ,  t h e y  r e c o g n i s e d  t h e  need t o  improve  u n d e r s t a n d i n g s  
o f  t h e  s o c i o - p o l i t i c a l  h i s t o r y  o f  a c c o u n t i n g  "not  o n l y  because  o f  
i t s  own i n t r i n s i c  i n t e r e s t  b u t  a l s o  b e c a u s e  o f  t h e  r o l e  s u c h  
a p p r e c i a t i o n s  m i g h t  p l a y  i n  c a s t i n g  l i g h t  on w h a t  m i g h t  be a t  
s t a k e  i n  c u r r e n t  p r e s s u r e s  f o r  a c c o u n t i n g  t o  c h a n g e " ( H o p w o o d ,  
1 9 8 5 ,  p. 3 6 6 ) .
Hopwood ( 1 985 ) ^ g i v e s  h i s  own p e r s o n a l  i n t e r p r e t a t i o n  o f  
d i f f e r i n g  v i e w p o i n t s  h e l d  by t h e  c o m m i t t e e  on  t h e  h i s t o r y  o f  
a c c o u n t i n g .  He c o n t r a s t s  t h e  c r i t i c a l  a p p r o a c h  t o  a c c o u n t i n g  
h i s t o r y  w i t h  t h e  t r a d i t i o n a l :
" W a s . . . . t h e  h i s t o r y  o f  a c c o u n t i n g  t o  be 
s e e n  i n  t e r m s  o f  an  u n f o l d i n g  o f  t e c h n i c a l  
p r o g r e s s  -  a  p r o g r e s s  w h i c h  f a c i l i t a t e d  t h e  
a c h i e v e m e n t  o f  a common s o c i a l  g o a l  t h r o u g h  
t h e  e n h a n c e m e n t  o f  a c c e p t e d  n o t i o n s  o f  
o r g a n i s a t i o n a l  e f f i c i e n c y ,  e f f e c t i v e n e s s  and  
a c c o u n t a b i l i t y ?  Or was a c c o u n t i n g  t o  be s e e n  
a s  e m e r g i n g  a n d  c h a n g i n g  i n  t h e  c o n t e x t  o f  
v e r y  s p e c i f i c  c o n f i g u r a t i o n s  o f  s o c i a l  and  
i n s t i t u t i o n a l  r e l a t i o n s ?  W h i l s t  t h e  f o r m e r  
p e r s p e c t i v e  w o u l d  t e n d  t o  s e e  a c c o u n t i n g  
a c t i v i t i e s  a s  bo th  i l l u m i n a t i n g  and e n ha nc ing  
a  b r o a d l y  p r e - g i v e n  s e t  o f  n o t i o n s  o f  
c o r p o r a t e  pe r f o r m a n c e  and a c c o u n t a b i l i t y ,  t h e  
l a t t e r  v iew  r e s u l t s  i n  more s t r a t e g i c ,  s o c i a l  
and i n d e e d  p o l i t i c a l  r o l e s  be in g  a t t r i b u t e d  t o  
t h e  a c c o u n t i n g  c r a f t "  (Hopwood, 1985, p .  3 72 ) .
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The c r i t i c a l  a p p r o a c h  s e e k s  t o  s i t u a t e  t h e  s t u d y  o f  
a c c o u n t i n g  h i s t o r y  i n  t h e  b r o a d e r  s o c i a l ,  e c o n o m i c  a n d  
i n s t i t u t i o n a l  c o n t e x t s  i n  w h i c h  i t  i s  i m p l i c a t e d .  I n  g e n e r a l ,  
t h e  b r o a d e r  o u t l o o k  t a k e n  by c r i t i c a l  h i s t o r i e s  has  meant  a more 
i n t e r d i s c i p l i n a r y  approach t o  a c c o u n t i n g  h i s t o r y .  I n s i g h t s  have 
b e e n  g l e a n e d  f ro m  d i s c i p l i n e s  s u c h  a s  s o c i o l o g y ,  p o l i t i c a l  
t h e o r y ,  l i n g u i s t i c s ,  a s  w e l l  a s ,  e c o n o m i c s  a nd  o r g a n i s a t i o n a l  
b e h a v i o u r .
The a im  o f  t h i s  c h a p t e r  i s  f i r s t l y ,  t o  e x a m i n e  a c c o u n t i n g  
and i t s  c o n t e x t ,  and t o  s e e  how a  c r i t i c a l  approach  p r o b l e m a t i z e s  
t h i s  d u a l i s m ;  and  a l s o  t o  e x a m i n e  a c c o u n t i n g ' s  c l a i m  t o  be a 
n e u t r a l  d i s c i p l i n e .  Second ly ,  t a k i n g  a c r i t i c a l  p e r s p e c t i v e ,  t h e  
c h a p t e r  w i l l  r e v i e w  some o f  t h e  w o r k  i n  a c c o u n t i n g  h i s t o r y .  
L a s t l y ,  t h e  c h a p t e r  w i l l  examine  t h e  v iew  o f  h i s t o r y  i m p l i c i t  i n  
t h e s e  s t u d i e s .
B. THE INTERACTIVE NATURE OF ACCOUNTING
The i n t e r e s t e d  n a t u r e  o f  a c c o u n t i n g  h a s  s t a r t e d  t o  be 
a r t i c u l a t e d  r e c e n t l y  i n  t h e  a c c o u n t i n g  l i t e r a t u r e  ( B o l la nd ,  1985; 
B u r c h e l l  e t  a l . ,  1980 ,  1985;  C oope r  a n d  S h e r e r ,  1984 ;  Hopwood,  
1983, 1985, f o r t h c o m i n g ;  L o f t ,  1986; O'Leary,  1984; T i n k e r ,  1984; 
T i n k e r  e t  a l . ,  1982) .  Hopwood s u g g e s t s  t h a t  s u c h  a v i e w  o f  
a c c o u n t i n g  " i s  b e s t  s e e n  a s  r e p r e s e n t i n g  a c o n t e x t  f o r  a 
d i f f e r e n t  way o f  q u e s t i o n i n g  a nd  u n d e r s t a n d i n g  t h e  a c c o u n t i n g  
c r a f t "  ( n . d . ,  p. 3 ) .  I t  p r o v i d e s  a  c o n t e x t  i n  w h i c h  t o  e x p l o r e  
t h e  r e l a t i o n s h i p  a c c o u n t i n g  h a s  t o  d i f f e r e n t  o r g a n i s a t i o n a l  and
s o c i a l  i n t e r e s t s .
S e e i n g  a c c o u n t i n g  a s  an  i n t e r e s t e d  a c t i v i t y  i s  m o re  t h a n  
j u s t  s e e k i n g  o u t  t h e  ways  i n  w h i c h  a c c o u n t i n g  m i g h t  be u sed  by
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i n t e r e s t e d  g r o u p s  -  f o r  e x a m p l e ,  t r a d e  u n i o n s  and  
c o n s u m e r  o r g a n i s a t i o n s .  Such  a v i e w  o f  a c c o u n t i n g  de ve lopm en t  
s t i l l  t e n d s  t o  a s s u m e  a t e c h n i c a l  n e u t r a l i t y  f o r  a c c o u n t i n g .  
A c c o u n t i n g  u n d e r  t h i s  v i e w  i s  s e e n  a s  p r i m a r i l y  a t e c h n i c a l  
p r o c e s s  w i t h  e c o n o m i c ,  s o c i a l  and p o l i t i c a l  c o n s e q u e n c e s .  
However ,  t a k i n g  t h e  p e r s p e c t i v e  t h a t  a c c o u n t i n g  i s  an i n t e r e s t e d  
a c t i v i t y ,  p r o b l e m a t i z e s  a c c o u n t i n g  i t s e l f  and s t a t e s  t h a t  i t  i s  
a n  a c t i v i t y  w h i c h  i s  s o c i a l  and  p o l i t i c a l  i n  i t s e l f  (Hopwood,  
1985 ;  L o f t ,  1 9 8 6 ).  A c c o u n t i n g ,  t h e r e f o r e ,  o n l y  h a s  m e a n i n g  i n  
t h e  c o n t e x t  and  c u l t u r e  i n  w h i c h  i t  i s  p r a c t i c e d .  Under  t h i s  
v i e w  t h e  e m e r g e n c e  o f  a c c o u n t i n g  i s  s e e n  a s  j u s t  a s  much t h e  
p u r s u i t  o f  v a r i o u s  i n t e r e s t s  a s  t h a t  o f  f a c i l i t a t i n g  p a r t i c u l a r  
i n t e r e s t s .  A c c o u n t i n g  c h a n g e  i s  a s  much a  h i s t o r y  o f  t h e  
c o n s t r u c t i o n  o f  o r g a n i s a t i o n a l  and s o c i a l  r e a l i t y  a s  t h e  
r e a l i s a t i o n  and  r e f l e c t i o n  o f  t h e  o r g a n i s a t i o n a l  and  s o c i a l .  
Hopwood d e v e lo p s  t h i s  i d e a  i n  t h i s  way:
" R a t h e r  t h a n  s e e i n g  o r g a n i z a t i o n a l  
a c c o u n t s  a s  a  t e c h n i c a l  r e f l e c t i o n  o f  t h e  
p r e g i v e n  e c o n o m i c  i m p e r a t i v e s  f a c i n g  
o r g a n i z a t i o n a l  a d m i n i s t r a t i o n ,  t h e y  a r e  now 
b e i n g  s e en  t o  be more a c t i v e l y  c o n s t r u c t e d  i n  
o r d e r  t o  c r e a t e  a  ' p a r t i c u l a r  e c o n o m i c  
v i s i b i l i t y '  w i t h i n  t h e  o r g a n i z a t i o n  and  a 
p o w e r f u l  m eans  f o r  p o s i t i v e l y  e n a b l i n g  t h e  
g o v e r n a n c e  and  c o n t r o l  o f  t h e  o r g a n i z a t i o n  
a l o n g  'e conom ic  l i n e s . '  Account ing ,  when s e e n  
i n  such  t e r m s ,  i s  n o t  a  p a s s i v e  i n s t r u m e n t  o f  
t e c h n i c a l  a d m i n i s t r a t i o n ,  a n e u t r a l  means f o r  
m e r e l y  r e v e a l i n g  t h e  p r e g i v e n  a s p e c t s  o f  
o r g a n i z a t i o n a l  f u n c t i o n i n g .  I n s t e a d  i t s  
o r i g i n s  a r e  s e e n  t o  r e s i d e  i n  t h e  e x e r c i s i n g  
o f  s o c i a l  p o w e r  b o t h  w i t h i n  and  w i t h o u t  t h e  
o r g a n i z a t i o n .  I t  i s  s e e n  as  b e in g  i m p l i c a t e d  
i n  t h e  f o r g i n g ,  i n d e e d  t h e  a c t i v e  c r e a t i o n ,  o f  
a  p a r t i c u l a r  r e g i m e  o f  e c o n o m i c  c a l c u l a t i o n  
w i t h i n  t h e  o r g a n i z a t i o n  i n  o r d e r  t o  make r e a l  
and p o w e r fu l  q u i t e  p a r t i c u l a r  c o n c e p t i o n s  o f  
economic and s o c i a l  ends"  ( f o r th c o m in g ) .
B u r c h e l l  e t  a l .  (1985) have summari sed  two a t t e m p t s  i n  t h e
72
a c c o u n t i n g  l i t e r a t u r e  a t  l o o k i n g  a t  and  d e s c r i b i n g  a c c o u n t i n g  
change,  and t h e  a c c o u n t in g - e n v i r o n m e n t  dua l i sm  used t o  o r g a n i s e  
s u c h  d e s c r i p t i o n s .  One v i e w  o f  t h e  p r e s s u r e s  f o r  a c c o u n t i n g  
c h a n g e  i s  t h a t  g i v e n  by G i l l i n g  ( 1 9 7 6 ) .  B u r c h e l l  e t  a l .  ( 1 9 8 5 ,  
p p .  3 8 2 - 3 8 4 )  l a r g e l y  d e s c r i b e  G i l l i n g ' s  v i e w  a s  a c o n t i n g e n c y  
t h e o r y  o f  a c c o u n t in g  change,  where a c c o u n t i n g  was d i f f e r e n t i a t e d  
f r o m  i t s  e n v i r o n m e n t  and  was  s e e n  l a r g e l y  a s  a r e f l e c t i v e  
p h e n o m e n o n  w h i c h  a d a p t e d  t o  m e e t  c e r t a i n  n e e d s  i n  t h e  
e n v i r o n m e n t .  B u r c h e l l  e t  a l .  (19 8 5 )  p o i n t  o u t  how, i n  t h e  
c o n t i n g e n c y  p e r s p e c t i v e  on a c c o u n t i n g  change,  t h e  env i ro n m en t  can 
be d e f i n e d  i n  many d i f f e r i n g  ways.  For example ,  f o r  G i l l i n g  t h e  
e n v i r o n m e n t a l  s t i m u l u s  f o r  c h a n g e  was  t h e  p u b l i c  c h a r a c t e r  o f  
a c c o u n t i n g  i n f o r m a t i o n  which  had  a r i s e n  o u t  o f  a  g r e a t e r  p u b l i c  
c o n c e r n  o v e r  t h e  a c t i v i t i e s  o f  b u s i n e s s  c o r p o r a t i o n s .  O t h e r s  
h a v e  i d e n t i f i e d  t h e  p o w e r  o f  l a b o u r ,  i n c r e a s i n g  r e c o g n i t i o n  o f  
c o n s u m e r  r i g h t s ,  t h e  r e c o g n i t i o n  o f  s i g n i f i c a n t  e x t e r n a l i t i e s  
a s s o c i a t e d  w i t h  t h e  c o n d u c t  o f  b u s i n e s s  ( B u r c h e l l  e t  a l . ,  1985 ,  
pp.  3 8 3 - 3 8 4 ) ,  n o t  t o  m e n t i o n  o r g a n i s a t i o n a l  s t i m u l i  i n i t i a t i n g  
a c c o u n t i n g  change.  ^
A n o t h e r  v i e w  d e s c r i b e d  by B u r c h e l l  e t  a l .  ( 1 9 8 5 ,  pp.  3 8 4 -  
385) o f  a c c o u n t i n g  change i s  t h a t  g iven  by W e l l s  (1976). Bas ing  
h i s  a n a l y s i s  on t h e  w o r k  o f  Kuhn ( 1 9 7 0 ) ,  W e l l s  o u t l i n e s  an 
e n l i g h t e n m e n t  v iew  o f  a c c o u n t i n g  change i n  which a c c o u n t in g  i s  
t h e  p r o d u c t  o f  v i r t u a l l y  a u t o n o m o u s  d e v e l o p m e n t s  w i t h i n  
a c c o u n t i n g  t h e o r y .  B u r c h e l l  e t  a l .  s u g g e s t  t h a t  W e l l ' s  a rgum e n ts  
a r e  s u g g e s t i v e  o f  t h e  c o n s t i t u t i v e  c a p a c i t i e s  o f  a c c o u n t i n g ,  
where  a c c o u n t i n g  h a s  a power t o  i n f l u e n c e  i t s  own co n te x t .
B o th  G i l l i n g  (1976 )  a nd  W e l l s  (1976)  r e c o g n i s e  t h e  d u a l i t y  
o f  a c c o u n t i n g  change and t h e  i n t e r a c t i v e  n a t u r e  o f  a c c o u n t in g  and
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i t s  e n v i ronm en t :
”He (Kuhn) a r g u e s  t h a t  t h e  c h a n g e  t a k e s  
p l a c e  o n l y  a f t e r  a s e r i o u s  m a l f u n c t i o n  h a s  
o c c u r r e d  i n  t h e  s e n s e  t h a t  ' e x i s t i n g  
i n s t i t u t i o n s  ( o r  p r a c t i c e s  h a v e  c e a s e d  
a d e q u a t e l y  t o  m e e t  t h e  p r o b l e m s  p o s e d  by an 
e n v i r o n m e n t  t h a t  t h e y  h a v e  i n  p a r t  c r e a t e d ' "  
(W e l l s ,  1976, p.  4 7 2 ) .
"The i n t e r d e p e n d e n c y  o f  a c c o u n t i n g  and  
i t s  e n v i r o n m e n t  r e s u l t s  i n  c h a n g e  b e i n g  
b rough t  a b o u t  by a p r o c e s s  o f  mutua l  a d a p t i o n .  
E n v i r o n m e n t  d e m a n d s  l e a d  t o  c h a n g e s  i n  
a c c o u n t i n g  p r a c t i c e  and changes  i n  a c c o u n t in g  
p r a c t i c e  l e a d  t o  c h a n g e s  i n  e n v i r o n m e n t a l  
d e m a n d s  and  e x p e c t a t i o n s "  ( G i l l i n g ,  1 9 7 6 ,  p. 
61 ) .
The i n t e r n a t i o n a l  a c c o u n t i n g  l i t e r a t u r e  has  a l s o  a d d re s s e d  
t h e  e n v i r o n m e n t - a c c o u n t i n g  d u a l i s m .  Much o f  t h i s  work i n  t h i s  
a r e a ,  however ,  t e n d s  t o  on ly  s e e  a c c o u n t i n g  as  b e in g  a  p r o d u c t  o f  
i t s  e n v i r o n m e n t  r a t h e r  t h a n  a c k n o w l e d g i n g  any  c o n s t i t u t i v e  
c a p a c i t y  f o r  a c c o u n t in g .  For  example,  t h e  c o m p a r a t iv e  a c c o u n t in g  
l i t e r a t u r e  ^ a t t e m p t s  t o  c l a s s i f y  a nd  e x p l a i n  why d i f f e r e n t  
a c c o u n t i n g  o b j e c t i v e s  and  p r a c t i c e s  e x i s t  f r o m  c o u n t r y  t o  
c o u n t r y ,  A g e n e r a l  e x p l a n a t i o n  g i v e n  f o r  t h e  d i f f e r e n c e s  i n  
a c c o u n t i n g  o b j e c t i v e s ,  s t a n d a r d s ,  p o l i c i e s  and t e c h n i q u e s  i s  t h a t  
t h e y  r e s u l t  f rom d i f f e r i n g  e n v i r o n m e n t a l  f a c t o r s  e x i s t i n g  i n  each 
c o u n t r y .  F r a n k  s t a t e s  " i f  e n v i r o n m e n t a l  f a c t o r s  d i f f e r  
s i g n i f i c a n t l y  be tw een  c o u n t r i e s ,  t h e n  i t  would be ex p e c te d  t h a t  
t h e  m a j o r  a c c o u n t i n g  c o n c e p t s  and  p r a c t i c e s  i n  u s e  i n  v a r i o u s  
c o u n t r i e s  a l s o  d i f f e r "  ( 1979, p. 593).
Arpan and R a d e b a u ^  (1981) and Choi and M u e l l e r  (1984) s t a t e  
t h a t  a c c o u n t i n g  f u l f i l s  a s e r v i c e  f u n c t i o n ;  i t  i s  a f o rm  o f  
t e c h n o l o g y  t h a t  c a n  be  b o r r o w e d  a n d  s h a r e d  d e p e n d i n g  on 
s u i t a b i l i t y .  T h e r e f o r e ,  a c c o u n t i n g  s y s te m s  evo lve ,  respond ,  and 
r e f l e c t  t h e  e n v i r o n m e n t s  th e y  s e r v e  and i t s  t e c h n i c a l  and s o c i a l
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u s e f u l n e s s  d e p e n d s  on i t s  a b i l i t y  t o  m i r r o r  t h e s e  c o n d i t i o n s  
(C h o i  and  M u e l l e r ,  1984,  p. 2 5 ) .
T h e r e  h a v e  been  v a r i o u s  a t t e m p t s  made a t  i d e n t i f y i n g  t h e  
e n v i r o n m e n t a l  c o n d i t i o n s  l i k e l y  t o  a f f e c t  t h e  d e t e r m i n a t i o n  o f  
n a t i o n a l  a c c o u n t in g  p r i n c i p l e s .  5 i n  i d e n t i f y i n g  t h e s e  f a c t o r s  
i t  i s  i m p l i c i t l y  a s s u m e d  t h a t  s o c i a l ,  c u l t u r a l ,  p o l i t i c a l ,  a s  
w e l l  as  economic  f a c t o r s ,  may e x p l a i n  d i f f e r e n c e s  i n  a c c o u n t i n g  
p r i n c i p l e s  and p r a c t i c e s  b e t w e e n  c o u n t r i e s .  Nobes s p e c i f i c a l l y  
m e n t i o n s  t h e  f o l l o w i n g  f a c t o r s  a s  i n f l u e n c i n g  a c c o u n t i n g  
d e v e l o p m e n t :  t h e  n a t u r e  o f  t h e  l e g a l  s y s t e m  (common l a w  o r
R o m a n o - G e r m a n i c ) ; t h e  p r e v a l e n t  t y p e s  o f  b u s i n e s s  o r g a n i s a t i o n  
a n d  o w n e r s h i p ;  s t o c k  e x c h a n g e  r e q u i r e m e n t s ;  t h e  i n f l u e n c e  o f  
t a x a t i o n ;  t h e  s t r e n g t h ,  s i z e  a n d  c o m p e t e n c e  o f  t h e  a c c o u n t i n g  
p r o f e s s i o n ;  and " u n n a t u r a l "  i n f l u e n c e s  such a s  new law s  e n a c t e d  
d i r e c t l y  a f f e c t i n g  a c c o u n t in g  b r o u g h t  abou t  by economic  c r i s i s  o r  
t h e  t h e o r e t i c a l  c o n s i d e r a t i o n s  -  f o r  example ,  m ic roec onom ic s  i n  
t h e  N e t h e r l a n d s  (1 9 8 4 ,  pp.  3 - 1 6 ) .
Choi and M u e l l e r  (1984, Ch. 2) l i s t  t h e  f o l l o w i n g  as  h a v in g  
a  d i r e c t  e f f e c t  upon a c c o u n t i n g  deve lopment:
1.  The l e g a l  sys tem
2 .  The p o l i t i c a l  sys tem
3 .  The n a t u r e  o f  b u s i n e s s  ownership
4 .  The d i f f e r e n c e s  i n  s i z e  and c om plex i ty  o f  b u s i n e s s  f i r m s
5.  The s o c i a l  c l i m a t e
6 .  The l e v e l  o f  s o p h i s t i c a t i o n  o f  b u s i n e s s  management
and t h e  f i n a n c i a l  community
7 .  The d e g re e  o f  l e g i s l a t i v e  b u s i n e s s  i n t e r f e r e n c e
8. The p r e s e n c e  o f  s p e c i f i c  a c c o u n t i n g  l e g i s l a t i o n
9 .  The speed  o f  b u s i n e s s  i n n o v a t i o n s
10. The s t a g e s  o f  economic development
11.  The growth p a t t e r n  o f  an economy
12. The s t a t u s  o f  p r o f e s s i o n a l  e d u c a t io n  and o r g a n i s a t i o n
A rp a n  and  Radebaugh  (19 8 1 )  u se  t h e  F a r m e r  and R ichm an   ^
f r a m e w o r k  t o  g r o u p  t h e i r  d e s c r i p t i o n  o f  t h e  e n v i r o n m e n t a l  
i n f l u e n c e s ;  t h e y  c l a s s i f y  t h e  i n f l u e n c e s  a s  e d u c a t i o n a l ,
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c u l t u r a l ,  l e g a l ,  p o l i t i c a l  a n d  e c o n o m i c .  The c u l t u r a l  f a c t o r s  
a r e  many,  b u t  among t h e  i m p o r t a n t  o n e s  a r e  s o c i e t y ' s  d e g r e e  o f  
c o n s e r v a t i s m ,  s e c r e c y ,  d i s t r u s t  and f a t a l i s m ,  coup led  w i t h  t h e  
p e o p l e ' s  a t t i t u d e s  t o w a r d s  b u s i n e s s  and t h e  a c c o u n t i n g  p r o f e s s i o n  
i t s e l f .  L e g a l  and  p o l i t i c a l  f a c t o r s  i n c l u d e  l e g i s l a t i o n ,  b o t h  
d i r e c t  and  i n d i r e c t ,  and t h e  p o l i t i c a l  f a c t o r s  d e p e n d  on ,  f o r  
exam ple ,  w h e t h e r  a  c o u n t r y  i s  a w e s t e r n  democracy ,  o r  p a r t  o f  t h e  
e a s t e r n  b l o c  communist  c o u n t r i e s .
L a s t l y ,  e c o n o m i c  f a c t o r s  d e p e n d  on a c o u n t r y ' s  s t a g e  o f  
d e v e l o p m e n t  a n d  e c o n o m i c  o r i e n t a t i o n .  F u r t h e r  e c o n o m i c  
i n f l u e n c e s  a r e  t h e  d e g re e  o f  government  i n v o lv e m e n t ,  t h e  so u rc e  
o f  f u n d s  ( c r e d i t o r  o r i e n t a t i o n  o r  i n v e s t o r  o r i e n t a t i o n ) ,  t h e  
deve lopm en t  o f  t h e  s t o c k  exchange ,  and t h e  d e g re e  o f  i n f l a t i o n .  
E n v i ro n m e n ta l  a n a l y s i s  u n d e r t a k e n  by t h e  a u t h o r s ,  s u g g e s t s  t h a t  
e c o n o m i c  f a c t o r s  a r e  t h e  m o s t  i n f l u e n t i a l .  They h a v e  d i r e c t  
e f f e c t s  on  a c c o u n t i n g  a n d  a l s o  i n d i r e c t  e f f e c t s  on  o t h e r  
e n v i r o n m e n t a l  f a c t o r s  (Arpan and Radebaugh, 1981, p. 25) . Again,  
t h e s e  a r e  g e n e r a l l y  s t a t i c  v i e w s  o f  a c c o u n t i n g ,  i n  w h i c h  
a c c o u n t i n g  i s  s e e n  a s  b e i n g  p r i m a r i l y  d e t e r m i n e d  by i t s  
e n v i r o n m e n t .
A c c o u n t i n g ,  i f  s e e n  a s  a  m e r e l y  r e f l e c t i v e  ph e n o m e n o n ,  
a s sum es  t h e  f u n c t i o n s  t o  which  i t  i s  i n s t r u m e n t a l ;  and th e  needs  
t o  w h i c h  i t  r e s p o n d s ,  a r e  e x o g e n o u s  t o  t h e  a c c o u n t i n g  c r a f t  
i t s e l f .  T h a t  i s ,  a c c o u n t i n g  a n d  i t s  o r g a n i s a t i o n a l  a n d  s o c i a l  
c o n t e x t s  a r e  v i e w e d  a s  m u t u a l l y  e x c l u s i v e  d o m a i n s .  Such  a 
p e r s p e c t i v e  c r e a t e s  a  f a l s e  d u a l i s m  b e t w e e n  a c c o u n t i n g  and  t h e  
o r g a n i s a t i o n a l  and s o c i a l  i n t e r e s t s  i t  s e r v e s .  Although d u a l i s m  
h a s  b e e n  a p o w e r f u l  t o o l  o f  a n a l y s i s ,  and  g i v e s  h e u r i s t i c a l l y  
u s e f u l  a c c o u n t s  o f  a c c o u n t i n g  r e a l i t y ,  i t  shou ld  no t  be m i s t a k e n
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f o r  a r e l i a b l e  d e s c r i p t i o n  o f  t h a t  r e a l i t y .  Account ing  and i t s  
e n v i r o n m e n t  a r e  i n  f a c t  a s p e c t s  o r  p h a s e s  o f  a u n i f i e d  r e a l i t y  
a n d  n o t  n e c e s s a r i l y  d i s t i n c t  e n t i t i e s  (A b ram s ,  1982,  pp .  2 2 7 -  
2 2 9 ) .
T h e r e f o r e ,  by r e c o g n i s i n g  t h e  i n t e r a c t i v e  n a t u r e  o f  
a c c o u n t i n g ,  T a c c o u n t i n g  and i t s  c o n t e x t s  can be r i c h l y  d e s c r i b e d  
and a n a ly s e d .  Such d e s c r i p t i o n s  and a n a l y s e s  would e l a b o r a t e  on 
" t h e  p r o c e s s e s  by w h i c h  a c c o u n t i n g  b e c o m e s  w h a t  i t  i s  n o t  t h a t  
make no p r i o r  a s s u m p t i o n s  a s  t o  e i t h e r  t h e  u n d e r l y i n g  l o g i c s  a t  
w o r k  o r  t h e  o r g a n i s a t i o n a l  r o l e s  a n d  c o n s e q u e n c e s  o f  t h e  
a c c o u n t i n g  c r a f t "  (Hopwood, fo r t h c o m i n g ) .
The v i e w  o f  h i s t o r y  u n d e r l y i n g  t h e  i n t e r a c t i v e  n a t u r e  o f  
a c c o u n t i n g  change i s  one which  s e e s  a c c o u n t i n g  i n  t h e  p r o c e s s  o f  
b e c o m i n g  ( A b r a m s ,  1 9 82 ) .  Hopwood h a s  a r t i c u l a t e d  t h i s  i n  t h e  
a c c o u n t i n g  l i t e r a t u r e  i n  h i s  a s s e r t i o n  t h a t  " r e p e a t e d l y  cha ng ing ,  
a c c o u n t i n g  c o n t i n u a l l y  h a s  had t h e  t endency  t o  become wha t  i t  was 
n o t "  ( f o r t h c o m i n g ,  1983;  J o h n s o n ,  f o r t h c o m i n g ) .  R a t h e r  t h a n  
p o s i t i n g  any d i r e c t i o n  on t h e  change o r  j u d g in g  t h e  change on t h e  
b a s i s  o f  som e  p r e s e n t  day i m p e r a t i v e s  o f  a c c o u n t i n g ,  c h a n g e  i s  
e x a m i n e d  b e c a u s e  i t  i s  o f  i n t e r e s t  i n  i t s e l f ,  and  i t  g i v e s  a 
p l a c e  t o  t h e  hum an  a g e n c y  a s p e c t s  o f  c h a n g e  a nd  t o  t h e  c o n t e x t s  
o f  a c c o u n t i n g .
R o b e r t s  a n d  S c a p e n s  ( 1 9 8 5 )  h a v e  s u g g e s t e d  t h a t  t h e  
c o n v e n t i o n a l  v iew  o f  a c c o u n t i n g  i s  t h a t  i t  a c t s  l i k e  a m i r r o r  o r  
p i c t u r e  which n e u t r a l l y  and o b j e c t i v e l y  r e c o r d s  t h e  " f a c t s "  abou t  
w ha t  h a s  happened i n  an o r g a n i s a t i o n  over  a p a r t i c u l a r  p e r i o d  o f  
t i m e .  ® I t  i s  t h e  p o i n t  o f  v i e w  w h i c h  s t a t e s  t h a t  a c c o u n t i n g s  
a r e ,  o r  s h o u l d  b e ,  good  r e p r e s e n t a t i o n s  o f  t h e  s i t u a t i o n  t h e y  
r e p r e s e n t ,  and t h a t  t h e  p u r p o s e  f o r  w h ic h  t h e y  a r e  used  s h o u l d  
no t  be a l l o w e d  t o  d i s t o r t  t h i s  b a s i c  f a c t .  Another  ana logy  used
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t o  s u p p o r t  t h i s  v iew ,  l i k e n s  a c c o u n t s  t o  maps (Solomons,  1978) .
R o b e r t s  and  S c a p e n s  h a v e ,  h o w e v e r ,  s u g g e s t e d  t h a t  a m ore  
f r u i t f u l  a n a lo g y ,  and one which r e c o g n i s e s  a c c o u n t i n g  as  be ing  an 
i n t e r e s t e d  a c t i v i t y ,  i s  t o  vi ew a c c o u n t i n g  l i k e  a pho tograph .  "A 
p h o t o g r a p h  a l w a y s  p i c t u r e s  e v e n t s  f ro m  a p a r t i c u l a r  p o i n t  o f  
v i e w ,  a t  a p a r t i c u l a r  moment i n  t i m e ,  and w i t h  a p a r t i c u l a r  l e n s  
a n d  f o c u s " ( R o b e r t s  a n d  S c a p e n s ,  1985 ,  p. 4 5 4 ) .  I n  an  a n a l o g o u s  
manner ,  t h e  image  o f  an o r g a n i s a t i o n ,  g i v e n  th rough  a  c e r t a i n  s e t  
o f  a c c o u n t i n g  i n f o r m a t i o n ,  w i l l  be g iv e n  from a p a r t i c u l a r  p o i n t
o f  v i e w ,  a t  a p a r t i c u l a r  p o i n t  i n  t i m e  and w i l l  be s e l e c t i v e  i n  
i t s  f ocus .  The s e t  o f  a c c o u n t i n g  i n f o r m a t i o n  w i l l  n e c e s s a r i l y  be 
p a r t i a l ,  s e l e c t i v e  and p o t e n t i a l l y  d i s t o r t e d .  I f  such a  vi ew i s  
t a k e n  o f  a c c o u n t i n g ,  t h e r e  i s  m o r e  p o t e n t i a l  f o r  s e e i n g  
a c c o u n t i n g  a s  s h a p i n g  and c o n s t r u c t i n g  o r g a n i s a t i o n a l  and s o c i a l  
r e a l i t y  r a t h e r  t h a n  m ere ly  b e i n g  a  r e f l e c t i o n  o f  i t .
C. CRITICAL HISTORIES OF ACCOUNTING 
1• In tr o d u c tio n
I n  g e n e r a l ,  c r i t i c a l  h i s t o r i e s  v i e w  a c c o u n t i n g  a s  a 
p r o b l e m a t i c  a n d  i n t e r e s t e d  a c t i v i t y .  T h e y  a r e  g e n e r a l l y  
i n t e r d i s c i p l i n a r y  i n  n a t u r e ,  i n t e g r a t i n g  a c c o u n t i n g  w i t h  
p e r s p e c t i v e s  f r o m  s u c h  d i s c i p l i n e s  a s  s o c i o l o g y ,  p o l i t i c a l  
t h e o r y ,  l i n g u i s t i c s ,  o r g a n i s a t i o n  t h e o r y  and  e c o n o m i c s .  The 
h i s t o r i e s  g e n e r a l l y  examine s p e c i f i c  e v e n t s  -  f o r  e x a m p l e ,  t h e  
e m e r g e n c e  o f  a c c o u n t i n g  p r a c t i c e s  i n  p a r t i c u l a r  o r g a n i s a t i o n s  
(Hopwood,  f o r t h c o m i n g ) ,  o r  t h e  h i s t o r y  o f  t h e  v a l u e  a d d e d  
s t a t e m e n t  i n  t h e  U n i t e d  Kingdom ( B u r c h e l l  e t  a l . ,  1985) .  The 
v i e w  o f  h i s t o r y  t a k e n  i s  n o t  a t e l e o l o g i c a l , e v o l u t i o n a r y  o n e .
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b u t  r a t h e r  one  w h i c h  s t u d i e s  t h e  p a s t  f o r  i t s  own s a k e  and  t o  
p e r h a p s  s h e d  som e  l i g h t  on w h a t  may be a t  s t a k e  i n  c u r r e n t  
p r e s s u r e s  on  a c c o u n t i n g  t o  c h a n g e .  T h i s  s e c t i o n  w i l l  f i r s t  
examine  a l t e r n a t i v e  macro h i s t o r i e s ;  s e c o n d ly ,  a l t e r n a t i v e  m ic ro  
h i s t o r i e s  o f  a c c o u n t i n g  p r a c t i c e s  w i l l  be examined;  and l a s t l y ,  
a l t e r n a t i v e  h i s t o r i e s  o f  t h e  a c c o u n t i n g  p r o f e s s i o n  w i l l  be 
r e v i e w e d .
2 .  A lte r n a t iv e  Macro H is t o r ie s
The t r a d i t i o n a l  h i s t o r i e s  o f  a c c o u n t i n g  deve lo pm en t  have 
e x a m i n e d  t h e  way a c c o u n t i n g  t e c h n i q u e s ,  l i k e  d o u b l e  e n t r y ,  
d e v e l o p e d  t o  m e e t  m e r c h a n t s '  n e e d s  i n  t h e  M i d d l e  Ages;  o r  how 
i n d u s t r a l i s a t i o n  b r o u g h t  a  new s e t  o f  p r e s s u r e s ,  s u c h  a s  an  
e x p a n s i o n  i n  t h e  s i z e  o f  f i r m s  and  g r e a t e r  c o m p l e x i t y  i n  
m a n u f a c t u r i n g  o p e r a t i o n s  -  a c c o u n t i n g  now h a d  t o  a c c o u n t  f o r  
c a p i t a l  i t e m s  a nd  t o  r e p o r t  i n  some c a s e s  t o  i n v e s t o r s  i n  a 
g ro w in g  c a p i t a l  m a r k e t ;  o r  f u r t h e r ,  how t h e  i n c r e a s i n g  i n f l u e n c e  
o f  t h e  S t a t e  i m p a c te d  on a c c o u n t i n g  and t h e  e m e rg ing  a c c o u n t i n g  
p r o f e s s i o n  ( se e  f o r  example,  L i t t l e t o n ,  1933).
T h i s  k in d  o f  macro h i s t o r y  o f  a c c o u n t in g  i s  i n  c o n t r a s t  t o  
t h e  macro h i s t o r y  p r o v id e d  by t h e  i n t e r e s t i n g  work o f  Ho s k i n  and 
Macve ( 1 9 8 6 ) .  I t  i s  i n t e r e s t i n g  b e c a u s e  t h e  d e v e l o p m e n t  o f  
a c c o u n t i n g ,  i n  a m a c r o  s e n s e ,  i s  d i s c u s s e d  i n  t h e  c o n t e x t  o f  
M iche l  F o u c a u l t ' s  t h e o r y  o f  "power-knowledge"  r e l a t i o n s .  Hoskin 
a n d  Macve (19 86) s u g g e s t  t h a t  t h e r e  h a s  b e e n  no c o h e r e n t  
e x p l a n a t i o n  advanced  t o  e x p l a i n  why, a f t e r  f u l l - s c a l e  s y s t e m a t i c  
a c c o u n t i n g  ( e . g .  d o u b l e  e n t r y  s y s t e m )  was  d e v e l o p e d  i n  t h e  
t h i r t e e n t h  and  f o u r t e e n t h  c e n t u r i e s ,  i t  r e m a i n e d  s p o r a d i c a l l y  
used u n t i l  t h e  n i n e t e e n t h  c e n tu r y .  And, i n  a d d i t i o n ,  why modern 
p h e n o m e n a ,  s u c h  a s  c o s t  a c c o u n t i n g  and  o t h e r  m a n a g e m e n t
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a c c o u n t i n g  s y s t e m s ,  o n l y  d e v e l o p e d  i n  t h e  n i n e t e e n t h  c e n t u r y .  
H o s k i n  and  Macve o f f e r  an  e x p l a n a t i o n  i n t e g r a t i n g  a num ber  o f  
i n s i g h t s ,  e l a b o r a t i n g  on  F o u c a u l t ’ s " p o w e r - k n o w l e d g e "  i d e a  a n d  
t h e  t e c h n i q u e  o f  t h e  e x a m i n a t i o n .  9 They s t a t e :  "Our t h e s i s  i s  
t h a t  e x a m i n a t i o n ,  d i s c i p l i n e  and  a c c o u n t i n g  a r e  h i s t o r i c a l l y  
bound t o g e t h e r  a s  r e l a t e d  w a y s  o f  w r i t i n g  t h e  w o r l d  ( i n  t e x t s ,  
i n s t i t u t i o n a l  a r r a n g e m e n t s ,  u l t i m a t e l y  i n  p e r s o n s )  i n t o  new 
c o n f i g u r a t i o n s  o f  power" (1986, p. 107).
Hoskin and Macve s i t u a t e  t h e  deve lopm ent  o f  a c c o u n t i n g ,  i n  
t h e  t h i r t e e n t h  a n d  f o u r t e e n t h  c e n t u r i e s ,  i n  t h e  w i d e r  
d e v e lo p m e n t s  t a k i n g  p l a c e  i n  t h e  f i e l d  o f  w r i t i n g .  S p e c i f i c a l l y ,  
t h e y  show how t h e  "new t e x t u a l i t y , "  -  a l p h a n u m e r i c  w r i t i n g ,  -  
c oup le d  w i t h  a  g e n e r a l  s h i f t  t o  a  new v i s u a l  o r d e r i n g  and g r i d i n g  
o f  w r i t i n g ,  c o u l d  be u s e d  a s  t e c h n i q u e s  o f  p o w e r .  F o r  e x a m p l e ,  
i n  a c c o u n t i n g  t h e  new s y s t e m a t i c  w r i t i n g  e n a b le d  c o n t r o l  t o  t a k e  
p l a c e  t h r o u g h  t h e  u s e  o f  t h e  a u d i t  and  t h e  u s e  o f  d o u b l e  e n t r y .  
Yet,  Hoskin and Macve s t a t e  t h a t  "even i n  i t s  s o p h i s t i c a t e d  form 
t h i s  t e c h n o l o g y  o f  f i n a n c i a l  e x a m i n a t o r i a l  c o n t r o l  ne ve r  ach ieved  
a n  a c c o u n t a b i l i t y  o f  t h e  hum an  s u b j e c t .  I t  d o e s  n o t  c o n s t r u c t  
’ c a l c u l a b l e  man’ . . . .H o w e v e r ,  o n e  k i n d  o f  p r a c t i c a l  v a l u e . . . . w a s  
i t s  use  f o r  t h e  p u r p o s e s  o f  m e m o r a b i l i t y "  (19 86, p. 122).
The m i c r o - t e c h n o l o g y  f o r  p r o d u c in g  t h e  " c a l c u l a b l e "  s u b j e c t  
was ,  a c c o r d i n g  t o  Hoskin and Macve (1986),  due t o  t h e  deve lopment  
o f  t h e  e x a m i n a t i o n  mark i n  e d u c a t i o n .  1® F o u c a u l t ,  i n  h i s  work 
D i a c i n l i n e  and  Pun i sh  (1977) ,  h a s  i n v e s t i g a t e d  t h e  e x a m i n a t i o n  
a s  a t e c h n i q u e  o f  k n o w l e d g e  a n d  a t e c h n o l o g y  o f  p o w e r .  H o s k in  
( 1 9 8 2 )  h a s  s t a t e d  t h a t  w h a t  F o u c a u l t  h a s  c a l l e d  " h i e r a r c h i c a l  
o b s e r v a t i o n "  a nd  " n o r m a l i s i n g  j u d g e m e n t "  c o a l e s c e d  i n  t h e  
t e c n h i q u e  o f  e x a m i n a t i o n .  The e x a m i n a t i o n  e n a b l e s  a s y s t e m a t i c
s u r v e i l l a n c e  and o b s e r v a t i o n  o f  p u p i l s  t o  t a k e  p l a c e ,  e s p e c i a l l y  
a s  i t  becomes a r e g u l a r  means o f  t e s t i n g  p e r fo rm a n c e  and k e e p ing  
s t u d e n t s  "up t o  t h e  m ark"  ( H o s k i n  and  Macve,  1986 ,  p. 106) .  The 
e x a m i n a t i o n  j u d g e s  t h e  i n d i v i d u a l  w h i l e  a t  t h e  s a m e  t i m e  
g e n e r a t e s  a m e a s u r e  o f  t h e  o v e r a l l  s t a n d a r d  o f  p e r f o r m a n c e ;  i t  
n o r m a l i s e s  w h i l e  s i m u l t a n e o u s l y  m a k i n g  e a c h  i n d i v i d u a l  i n t o  a 
ca se  w i t h  a  case  h i s t o r y  (Hoskin and Macve, 1986, pp. 106-107).
The e x a m i n a t i o n  combined t h e  t e c h n i q u e s  o f  w r i t i n g  w i t h  a 
new k ind  o f  m a t h e m a t i z a t i o n  which  was t e n d i n g  t o  a r t i c u l a t e  t h e  
p r i n c i p l e  t h a t  human q u a l i t i e s  c o u l d  be q u a n t i f i e d .  11 H o s k i n  
a nd  Macve s e e  t h e  i n v e n t i o n  o f  t h e  e x a m i n a t i o n  m ark  " a s  a 
c r y s t a l l i z a t i o n  o f  p r i o r  p o w e r - k n o w l e d g e  t e c h n o l o g i e s ,  because  
o n l y  a  m a t h e m a t i c a l  m ark ing  s y s te m  i s  s i m u l t a n e o u s l y  a  r e c o r d  o f  
a c t s  and  a c u r r e n c y  w h i c h  a t t r i b u t e s  a d i f f e r e n t i a l  v a l u e  t o  
t h o s e  a c t s .  As s u c h  i t  i s  a  q u i n  t e s  s e n t i  a l l  y d o u b l e  s i g n  o f  
human a c c o u n t a b i l i t y  and p r o f i t a b i l i t y "  (1986,  p . 127) .
Now t h a t  a  p o w e r - k n o w l e d g e  f r a m e w o r k  e x i s t e d ,  H o s k i n  and  
Macve n o t e  some examples  o f  t h e  o p e r a t i o n  o f  t h i s  d i s c i p l i n a r y  
p o w e r .  Fo r  e x a m p l e ,  t h e y  n o t e  B e n t h a m ’s c o m m e n ts  on how a 
b u s i n e s s  o r g a n i s a t i o n  can come under  t h e  gaze  o f  an " a c c o u n t in g  
e y e "  -  a n  e x p r e s s i o n  o f  h i s  P a n o p t i c o n  p r i n c i p l e  ( S e e  Hume, 
1 9 7 0 ) .  T h e y  go o n  t o  n o t e  C h a n d l e r ’ s  ( 1 9 7 7 )  w o r k  o n  
o r g a n i s a t i o n a l  deve lopm ent  and how s u r v e i l l a n c e  and judgement  was 
e n h a n c e d  by t u r n i n g  e v e r y t h i n g  i n t o  w r i t i n g .  How ever ,  m ore  
i m p o r t a n t l y ,  t h e y  l i n k  t h e  m a n a g e r i a l  p r a c t i c e s  d e v i s e d  by 
W h i s t l e r ,  m a n a g e r  o f  t h e  W e s t e r n  R a i l r o a d ,  t o  h i s  e a r l i e r  
t r a i n i n g  a t  t h e  West  P o i n t  m i l i t a r y  academy where  W h i s t l e r  was 
exposed  t o  an e x a m i n a t o r i a l  r e g im e  which was both h i e r a r c h i c a l  
a n d  e v e r  p r e s e n t .  W h i s t l e r  p u t  i n  p l a c e  a s y s t e m  o f
a c c o u n t a b i l i t y  i n  t h e  r a i l r o a d  company s i m i l a r  t o  m i l i t a r y
p r o c e d u r e s  i n  which d e f i n i t e  l i n e s  o f  a u t h o r i t y  and c om m unica t ion  
were  e s t a b l i s h e d .
The l a s t  e x a m p l e  o f  d i s c i p l i n a r y  p o w e r  p r o v i d e d  by H o s k i n  
a n d  M a c v e ,  i s  t o  u s e  F o u c a u l t ’ s  i n s i g h t s  a s  a way  o f  
u n d e r s t a n d i n g  t h e  emergence o f  modern p r o f e s s i o n s .  L o f t  (1986) 
p r o v i d e s  a n  i n t e r e s t i n g  e x a m p l e  o f  c o s t  a c c o u n t a n t s  a nd  t h e i r  
p r o f e s s i o n a l i s a t i o n  p r o c e s s  from a F o u c a u ld i a n  p e r s p e c t i v e .
Hoskin and Macve s u g g e s t  t h a t  t h e  " e x p l o r a t i o n  o f  t h e  i n t e r ­
r e l a t i o n s h i p s  b e t w e e n  t h e  h i s t o r i e s  and p r a c t i c e s  o f  e d u c a t i o n  
and a c c o u n t i n g  w i l l  y i e l d  f u r t h e r  i n s i g h t s  i n t o  t h e  n a t u r e  o f  t h e  
power -know ledge  s y s te m s  t h a t  t h e y  c o n s t r u c t ,  and t h e r e b y  e n l a r g e s  
o r  r e f o r m s  t h e  d e b a t e  on t h e  r o l e s  and  v a l u e  o f  a c c o u n t i n g "  
( 1 9 8 6 , p. 134) .  T h i s  i n t e r d i s c i p l i n a r y  p e r s p e c t i v e ,  u s i n g  
F o u c a u l t ’s  t h e o r e t i c a l  f r a m e w o r k ,  h a s  p r o v i d e d  a n  i n t e r e s t i n g  
a l t e r n a t i v e  h i s t o r y  t o  t h e  w o r k  o f  c o n v e n t i o n a l  a c c o u n t i n g  
h i s t o r i a n s .  I t s  m a j o r  c o n t r i b u t i o n  h a s  b e e n  t o  p r o v i d e  an  
a l t e r n a t i v e  t o  t h e  o f t e n  u n i d i m e n s i o n a l  p e r s p e c t i v e  o f  
t r a d i t i o n a l  h i s t o r i e s  a n d  t o  p r o v i d e  a m u l t i d i m e n s i o n a l  
p e r s p e c t i v e .  I n  s i t u a t i n g  a c c o u n t i n g  i n  a  b r o a d e r  c o n t e x t ,  and 
by u s i n g  d i f f e r e n t  c o n c e p t u a l  l e n s e s ,  t h e y  h a v e  o u t l i n e d  
a d d i t i o n a l  p e r s p e c t i v e s  on  m o d e r n  a c c o u n t i n g  d e v e l o p m e n t  t h a n  
h i s t o r i e s  which  l o o s e l y  a s s o c i a t e  s u c h  d e v e l o p m e n t  s o l e l y  w i t h  
t h e  r i s e  i n  i n d u s t r i a l i z a t i o n .
A n o t h e r  e x a m p l e  o f  a m a c r o - t y p e  h i s t o r y  i s  t h e  w ork  o f  
Arm st rong  (1985a) .  Armst rong  a t t e m p t s  t o  e x p l a i n  why a c c o u n t a n t s  
a nd  a c c o u n t i n g  h a v e  come t o  h o l d  s u c h  a d o m i n a n t  p o s i t i o n  i n  
i n d u s t r y  i n  t h e  U n i t e d  Kingdom. U s i n g  l a r g e l y  a M a r x i s t  
a n a l y s i s ,  18 he  t r a c e s  how a c c o u n t a n t s  o b t a i n e d  a d o m i n a n t  
p o s i t i o n  i n  B r i t i s h  management  h i e r a r c h i e s  which e n a b le d  them t o
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i n s t a l l  f i n a n c i a l  modes o f  c o n t r o l .
A r m s t r o n g  (1 9 8 5 a )  f i r s t l y  n o t e s  t h e  f o o t h o l d  o b t a i n e d  by 
a c c o u n t a n t s  th rough  i n s o l v e n c y  and a u d i t  work. He s u g g e s t s  t h a t  
t h e  n a t u r e  o f  t h e  c a p i t a l  m a r k e t  e x a g g e r a t e d  t h e  s i g n i f i c a n c e  o f  
t h e  a u d i t .  Secondly ,  Armstrong s u g g e s t s  t h a t  t h e  mode o f  w a r t im e  
S t a t e  i n t e r v e n t i o n  favoured  a c c o u n t i n g  c o n t r o l  r a t h e r  than  more 
d i r e c t i v e  f o r m s  o f  i n d u s t r i a l  m o b i l i s a t i o n  -  f o r  e x a m p l e ,  
e m e r g e n c e  o f  t h e  w i d e s p r e a d  u s e  o f  c o s t  a c c o u n t i n g  t e c h n i q u e s  
d u r i n g  t h e  F i r s t  W or ld  War. L a s t l y ,  A r m s t r o n g  s u g g e s t s  t h e  
a c c o u n t i n g  p r o f e s s i o n  has p laye d  a p a r t  i n  t h e  r a t i o n a l i s a t i o n  o f  
B r i t i s h  i n d u s t r y  and h a s  p r o s p e r e d  o n  t h e  b a s i s  o f  o f f e r i n g  
f i n a n c i a l  s o l u t i o n s  t o  t h e  c o n t r o l  p r o b l e m s  o f  l a r g e  
o r g a n i s a t i o n s .
A r m s t r o n g ’ s a r g u m e n t  i s  t h a t  " a c c o u n t a n t s  h a v e  n o t  s i m p l y  
a c h i e v e d  m a n a g e r i a l  p r e - e m in e n c e  on t h e  b a s i s  o f  t h e i r  p o s s e s s i o n  
o f  t e c h n i q u e s  f o r  c o n t r o l l i n g  t h e  e x t r a c t i o n  o f  s u r p l u s  v a l u e  
which  t h e n  d i f f u s e d  i n  v i r t u e  o f  t h e i r  obv ious  e f f i c a c y .  R a the r ,  
a c c o u n t i n g  c o n t r o l s  h a v e  b e e n  i n s t a l l e d  i n  B r i t i s h  c a p i t a l i s t  
e n t e r p r i s e s  by a c c o u n t a n t s  w o rk ing  from a p r e - e x i s t i n g  p o s i t i o n  
o f  power  w i t h i n  t h e  g lo b a l  f u n c t i o n  o f  c a p i t a l .  Th is  p o w e r -ba se  
w a s  l a r g e l y  a c h i e v e d  t h r o u g h  t h e i r  r o l e  i n  t h e  a l l o c a t i o n  o f  
s u r p l u s  v a lu e "  (1985a, p. 20,  e m pha s i s  i n  o r i g i n a l ) .
A g a i n ,  A r m s t r o n g ’ s w o r k  d e v e l o p s  e x p l a n a t i o n s  f o r  
a c c o u n t i n g ’ s  e m e r g e n c e  t h a t  do n o t  a p p e a r  i n  t r a d i t i o n a l  
h i s t o r i e s .  H i s  w o r k  l o c a t e s  a c c o u n t i n g  h i s t o r y  w i t h i n  t h e  
economic  and p o l i t i c a l  c o n d i t i o n s  which i n f l u e n c e d  i t  and which 
i n  t u r n  i t  h e l p e d  shape.  His work migh t  be c r i t i c i s e d  f o r  be ing  
t o o  r e d u c t i o n i s t i c  o r  o f  a c c e p t i n g  a c c o u n t i n g  a n d  i t s  a s s e r t e d  
p e r v a s i v e n e s s  u n c r i t i c a l l y .  H o w e v e r ,  i t  d o e s  p r o v i d e  a n  
a l t e r n a t i v e  h i s t o r y  w h i c h  a d d s  a n d  d e e p e n s  p r e v i o u s
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u n d e r s t a n d i n g s  o f  c o n v e n t io n a l  h i s t o r i e s .
The a b o v e  h a s  r e v i e w e d  tw o  o f  t h e  a l t e r n a t i v e  m a c r o - t y p e  
h i s t o r i e s  o f  a c c o u n t i n g .  Now t h i s  s e c t i o n  o f  t h e  c h a p t e r  w i l l  
examine a s e l e c t i o n  o f  micro h i s t o r i e s  o f  a c c o u n t i n g  p r a c t i c e s .
3» A lte r n a t iv e  Micro H is t o r ie s  o f  A ccounting P r a c t ic e s
M i c r o  h i s t o r i e s  o f  a c c o u n t i n g  t e n d  t o  e x a m i n e  t h e  
e m e r g e n c e  o f  a c c o u n t i n g  p r a c t i c e s  i n  t h e i r  o r g a n i s a t i o n a l  
c o n t e x t ,  o r  a l t e r n a t i v e l y ,  e x a m i n e  a s p e c i f i c  p r a c t i c e  i n  a 
b r o a d e r  c o n t e x t .  A r e c e n t  example  o f  a  h i s t o r i c a l  case  s tu d y  o f  
t h e  e m e r g e n c e  o f  a c c o u n t i n g  p r a c t i c e s  i n  a n  o r g a n i s a t i o n  i s  
p r o v id e d  by Hopwood ( f o r th c o m in g ) .
Hopwood ( f o r t h c o m i n g )  d r a w s  on M c K e n d r i c k ’s  w o rk  on  t h e  
e i g h t e e n t h  c e n tu r y  E n ^ i s h  p o t t e r ,  J o s i a h  Wedgewood, t o  d e s c r i b e  
t h e  emergence  o f  a c c o u n t in g  i n  Wedgewood’s b u s i n e s s .  The c r i s i s  
w h i c h  s t r u c k  t h e  p o t t e r y  i n d u s t r y  i n  t h e  1770’s  p r o m p t e d  
Wedgewood  t o  d e t e r m i n e  w h a t  h i s  c o s t s  w e r e  so  h e  m i g h t  m ore  
k n o w l e d g e a b l y  p r i c e  h i s  p o t t e r y ,  h a v i n g  r e g a r d  t o  t h e  t h e n  lo w  
m a r k e t  demand. Wedgewood s o u g h t  t o  d i s c o v e r  t h e  c o s t s  f o r  each 
p i e c e  o f  p o t t e r y  a nd  r e c o n c i l e  t h i s  w i t h  h i s  o v e r a l l  e x p e n s e s .  
Hopwood n o t e s  t h a t  " th e  t a s k  was no t  an easy  one. No e s t a b l i s h e d  
p r o c e d u r e s  were  a v a i l a b l e  f o r  o b s e r v i n g  t h e  i n n e r  w ork ings  o f  t h e  
o r g a n i s a t i o n  t h r o u g h  t h e  a c c o u n t i n g  e y e .  The economy o f  t h e  
o r g a n i s a t i o n  c o u l d  n o t  be r e a d i l y  p e n e t r a t e d .  The f a c t s  o f  
c o s t i n g  h a d  t o  be l a b o r i o u s l y  c r e a t e d  r a t h e r  t h a n  m e r e l y  
r e v e a l e d "  ( f o r t h c o m i n g ) .
On c o m p a r i n g  h i s  c o s t i n g s  w i t h  h i s  o v e r a l l  e x p e n s e s ,  
Wedgewood cou ld  no t  i m m e d i a t e l y  accoun t  f o r  d i s c r e p a n c i e s  which 
he found.  On f u r t h e r  i n v e s t i g a t i o n s  he found t h a t  h i s  c l e r k s  and
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c a s h i e r  had been e m be z z l ing  and were engaged i n  what  Wedgewood 
c a l l e d  " e x t r a v a g a n c e  and d i s s i p a t i o n , "  To c o r r e c t  t h e  m a t t e r ,  
Wedgewood i n s t a l l e d  a s y s t e m  o f  c o s t  a c c o u n t s  and r u l e s  f o r  
e m p l o y e e  c o n d u c t .  Hopwood m ak e s  t h e  p o i n t  t h a t  a l t h o u g h  "an  
o r g a n i s a t i o n a l  economy grounded i n  a domain o f  a c c o u n t i n g  f a c t s  
had t o  be p a i n s t a k i n g l y  fo rge d  r a t h e r  t h a n  m e r e ly  exposed,  once 
construc ted . . . .Wedgewood had a p o w e r f u l  i n s t r u m e n t  f o r  o b s e r v i n g  
t h e  i n n e r  w o r k i n g s  o f  t h e  o r g a n i s a t i o n  i n  e c o n o m i c  t e r m s "  
( f o r t h c o m i n g ) .
The i n i t i a l  s t i m u l u s  f o r  d i s c o v e r i n g  c o s t s  and p r o f i t s  came 
f r o m  t h e  c r i s i s  t h a t  f a c e d  W edgew ood 's  b u s i n e s s .  Once new 
knowledge  was o b t a i n e d  on c o s t s  and p r o f i t s ,  Wedgewood th e n  found 
t h a t  he  cou ld  i n t e r r o g a t e ,  p l a n  and c o o r d i n a t e  t h e  whole o f  h i s  
b u s i n e s s  i n  t e r m s  o f  t h e  p e r v a s i v e  a c c o u n t i n g  e y e  now 
e s t a b l i s h e d .  The common d e n o m i n a t o r  o f  t h e  e c o n o m i c  h a d  b e e n  
c r e a t e d .
Hopwood ( fo r th c o m in g )  d e s c r i b e s  two f u r t h e r  c a se  s t u d i e s  i n  
which  he o u t l i n e s  t h e  way a c c o u n t i n g  h a s  i n t e r t w i n e d  i t s e l f  i n  
o r g a n i s a t i o n s  i n  which a c c o u n t i n g  h a s  been p r a c t i c e d  f o r  a  l o n g  
t i m e .  He d e s c r i b e s  how m a r k e t  c r i s e s  i n  b o t h  c a s e s  p r o v i d e d  a  
s t i m u l u s  f o r  a c c o u n t i n g  c h a n g e .  E m p h a s i s e d  i n  b o t h  s t u d i e s  i s  
a c c o u n t i n g ’ s  c o n s t i t u t i v e  c a p a c i t i e s .  H opw o o d  s t a t e s :  
"A ccount ing  had p r o v id e d  an o p e r a t i o n a l  and i n f l u e n t i a l  language  
o f  economic  m o t i v e s ,  i t s  c a l c u l a t i o n s  had  i n f u s e d  and i n f l u e n c e d  
i m p o r t a n t  p o l i c y  d i s c u s s i o n s ,  and  t h e  v i s i b i l i t i e s  i t  c r e a t e d  
p l a y e d  an i m p o r t a n t  r o l e  i n  making  r e a l  p a r t i c u l a r  s e g m e n t a t io n s  
o f  t h e  o r g a n i s a t i o n a l  a re na .  Account ing  no t  on ly  r e f l e c t e d  t h e  
o r g a n i s a t i o n  as  i t  was and as  i t  had been bu t  i t  a l s o  had p laye d  
a no t  i n s i g n i f i c a n t  r o l e  i n  p o s i t i v e l y  making t h e  o r g a n i s a t i o n  as  
it was" (forthcoming).
The two c a s e  s t u d i e s  show how e a r l y  p r o d u c t i o n  p o l i c y  
d e c i s i o n s ,  t h a t  were m ed ia te d  by a c c o u n t in g ,  came f u l l  c i r c l e  and 
a s  s uc h ,  a c c o u n t i n g  i t s e l f  became s u b j e c t  t o  i m p l i c a t i o n s  o f  i t s  
own e f f e c t s .  Another  p o i n t  e m pha s i se d  i n  a l l  t h r e e  case  s t u d i e s  
i s  t h e  way a c c o u n t in g  p r o v i d e s  a v i s i b i l i t y  mechanism -  how the  
a c c o u n t i n g  eye sheds  i t s  c a l c u l a t i n g  l i g h t  on more and more a r e a s  
o f  t h e  o r g a n i s a t i o n ,  and how a c c o u n t i n g  p r o v id e s  a l a n g u a g e  which 
b r i d g e s  and commodif ies  f u n c t i o n a l  a r e a s  i n  t h e  o r g a n i s a t i o n .
An e x a m p l e  o f  a h i s t o r i c a l  c a s e  s t u d y  on e x a m i n i n g  an  
a c c o u n t i n g  p r a c t i c e  i n  i t s  b r o a d e r  s o c i a l  c o n t e x t  i s  t h e  s tu d y  by 
B u r c h e l l  e t  a l . ,  (1985 )  on  t h e  " f l u c t u a t i n g  f o r t u n e s "  o f  t h e  
v a l u e - a d d e d  s t a t e m e n t  i n  t h e  U n i ted  Kingdom. In  t h i s  i n s i g h t f u l  
s t u d y  t h e  v a lu e - a d d e d  e v e n t  i s  a n a ly s e d  i n  t e r m s  o f  v a l u e - a d d e d ’s 
a m b i g u i t y  and  how i t  was  a d v a n c e d  i n  t h e  i n t e r e s t s  o f  w i d e l y  
d i f f e r i n g  g roups  i n  s o c i e t y .  The s t u d y  s u g g e s t s  t h a t  v a l u e - a d d e d  
n o t  o n l y  r e p r e s e n t s  t h e  company a s  a c o o p e r a t i v e  i n  t e r m s  o f  
s h a r e h o l d e r s ,  l e n d e r s ,  w orke rs  and t h e  Government; b u t  a l s o  i t  i s  
s e e n  a s  p l a y i n g  a c o n s t i t u t i v e  r o l e  i n  t h e  c r e a t i o n  o f  t h i s  
c o o p e r a t i v e  h a r m o n y .  " . . . V a l u e  a d d e d  may be s e e n  a s  a 
d e t e r m i n i n g  f a c t o r  i n  t h e  p r o c e s s  o f  s o c i a l  change,  a h a r b i n g e r  
o f  s o c i a l  change o r  a consequence  o f  s o c i a l  change" ( B u r c h e l l  e t
a l . ,  1985 ,  p. 390) .
The s t u d y  l o o k e d  a t  t h r e e  a r e a s  i n  w h i c h  t h e  v a l u e - a d d e d  
s t a t e m e n t  was  i m p l i c a t e d .  T h e s e  w e r e  t h e  e x p l i c a t i o n  o f  
s t a n d a r d s  f o r  c o r p o r a t e  f i n a n c i a l  r e p o r t i n g ,  t h e  management  o f  
t h e  n a t i o n a l  economy and  t h e  f u n c t i o n i n g  o f  t h e  s y s t e m  o f  
i n d u s t r i a l  r e l a t i o n s .  The p r i n c i p a l  a c t o r s  i n  e a c h  o f  t h e s e  
a r e a s  w e r e  t h e  g o v e r n m e n t ,  t r a d e  u n i o n s  and  t h e  a c c o u n t i n g  
p r o f e s s i o n  e a c h  w i t h  t h e i r  v a r i o u s  i n t e r e s t s  s u c h  a s .
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p r o d u c t i v i t y ,  s t r i k e s  and  wage  b a r g a i n i n g ,  and  a c c o u n t i n g  
p r a c t i c e s .  The a u t h o r s  l a b e l l e d  t h e i r  a n a l y s i s  a s  a t h r e e  
b r a n c h e d  g e n e a l o g i c a l  s t u d y  d r a w i n g  o n  t h e  m e t h o d  o f  
i n v e s t i g a t i o n  used i n  some o f  F o u c a u l t ' s  work ( see  Minson, 1985). 
I n  t r a c i n g  t h e  d e v e l o p m e n t  w i t h i n  t h e s e  t h r e e  a b o v e  m e n t i o n e d  
a r e a s ,  t h e  s t u d y  s h o w s  how v a l u e - a d d e d  f u n c t i o n e d  a s  an  i n t e r ­
r e l a t i n g  p o i n t  i n  a d i s c o u r s e  which  was o r g a n i s e d  around n o t i o n s  
o f  e f f i c i e n c y  and democracy -  two i d e a s  which do no t  n e c e s s a r i l y  
i n t e g r a t e  w e l l .
The s t u d y  s h o w s  t h e  c o m p l e x  n e t w o r k  o f  i n t e r s e c t i n g  
p r a c t i c e s ,  p r o c e s s e s  and i n s t i t u t i o n s  i n  w h i c h  v a l u e - a d d e d  was 
c a u g h t  " an d  i t  w as  t h i s  n e t w o r k  t h a t  g o v e r n e d  how i t  m i g h t  
f u n c t i o n  a s  a c a l c u l a t i v e ,  a d m i n i s t r a t i v e  a n d  d i s c u r s i v e  
p r a c t i c e "  ( B u r c h e l l  e t  a l . , 1985 ,  p.  4 0 0 ) .  The s t u d y  b r i n g s  o u t  
the. u n in te n d e d  consequences  o f  p u r s u i n g  i n t e r e s t e d  a c t i v i t i e s  i n  
t h e  a c c o u n t i n g  domain.  The s t u d y  shows how a c c o u n t i n g  shapes  t h e  
c o n t e x t s  i n  which  i t  o p e r a t e s  and ,  t h e r e f o r e ,  t h e  a u t h o r s  commend 
t h e i r  h i s t o r i c a l ,  g e n e a l o g i c a l  a p p r o a c h  b e c a u s e  i t  do e s  n o t  
assume any p r e - g i v e n  r o l e s  o r  f u n c t i o n s  o f  a c c o u n t i n g  p r a c t i c e .  
R a t h e r ,  " t h e  g e n e a l o g i c a l  s t u d y  o f  t h e  e ve n t  a t t e m p t s  t o  show how 
c e r t a i n  r o l e s  came t o  be a t t r i b u t e d  t o  a n u m b er  o f  p r o c e s s e s  
w i t h i n  which  v a l u e - a d d e d  cou ld  be found f u n c t i o n i n g "  ( B u r c h e l l  e t  
a l . ,  1985 ,  p. 4 0 5 ) .
At  a n o t h e r  l e v e l  o f  a n a l y s i s  a g a i n .  M e r i n o  and N e i m a r k  
( 1 9 8 2 ) r e - e x a m i n e  t h e  t r a d i t i o n a l  r e a s o n s  g i v e n  f o r  t h e  
a c c o u n t i n g  p r o v i s i o n s  o f  t h e  S e c u r i t i e s  A c t s  i n  t h e  U n i t e d  
S t a t e s .  They s u g g e s t  t h a t  r a t h e r  t h a n  r e m o v i n g  t h e  i n c e n t i v e s  
f o r  m a n i p u l a t i o n  by e l i m i n a t i n g  i n f o r m a t i o n  a s s y m e t r i e s  o r  
c h a n g i n g  i n v e s t o r  t r a d i n g  r u l e s  t h a t  made s u c h  a c t i v i t i e s  
p r o f i t a b l e ,  t h e  d i s c l o s u r e  r e g u l a t i o n s  i n  t h e  S e c u r i t i e s  A c t s ,
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w e r e  p a r t  o f  a c o n t i n u i n g  n i n e t e e n t h  a nd  t w e n t i e t h  c e n t u r i e s ’ 
e f f o r t  t o  r e c o n c i l e  c o r p o r a t e  d o m i n a n c e  w i t h  i n d i v i d u a l i s t i c  
e i g h t e e n t h  c e n t u r y  d e m o c r a t i c  and e c o n o m i c  t h e o r i e s ,  w i t h o u t  
d i s t u r b i n g  t h e  e x i s t i n g  s e t  o f  s o c i a l  and e c o n o m i c  r e l a t i o n s .  
F u r t h e r m o r e ,  M e r i n o  and  N e i m a r k  ( 1 9 8 2 )  s u g g e s t  t h a t  b o t h  
d i s c l o s u r e  a nd  w i d e s p r e a d  s t o c k  o w n e r s h i p  p l a y e d  an  i m p o r t a n t  
p a r t  i n  r e c o n c i l i n g  t h e  c o n t r a d i c t i o n  b e t w e e n  e c o n o m i c  r e a l i t y  
and p u b l i c  p o l i c y .  1^
T h i s  s t u d y  d o e s  n o t  e x a m i n e  s p e c i f i c  o r g a n i s a t i o n a l  
a c c o u n t i n g  p r a c t i c e s  b u t  r a t h e r  l o o k s  c r i t i c a l l y  a t  t h e  S t a t e ’s 
r o l e  i n  m o b i l i s i n g  a c c o u n t i n g  p r o c e d u r e s  t o  a c h i e v e  p o l i t i c a l  
o b j e c t i v e s .  The n e x t  s e c t i o n  w i l l  now examine some a l t e r n a t i v e  
h i s t o r i e s  o f  t h e  a c c o u n t i n g  p r o f e s s i o n  i n  t h e  U n i t ed  Kingdom.
4 .  A lte r n a t iv e  H is t o r ie s  o f  th e  A ccounting P r o fe s s io n
R e c e n t  w o r k  by A r m s t r o n g  ( 1 9 8 5 ) ,  L o f t  ( 1 9 8 6 ) ,  and  P u x t y
(1985),  a l l  g iv e  a l t e r n a t i v e  p e r s p e c t i v e s  on t h e  deve lopmen t  o f  
t h e  a c c o u n t i n g  p r o f e s s i o n  i n  t h e  U n i t e d  Kingdom. There have been 
a number o f  " o f f i c i a l "  h i s t o r i e s  o f  t h e  a c c o u n t i n g  p r o f e s s i o n  i n  
t h e  U n i t e d  Kingdom ( e . g .  A H i s t o r y  o f  t h e  C h a r t e r e d  A c c o u n t a n t s  
o f  S c o t l a n d  f r o m  E a r l i e s t  T i ro e s  t o  1_9Mt 1984 ;  Brown,  1905;  
G a r r e t t ,  1961; Hopkins,  1980; M c C le l l a n d ,  1869; McDougall ,  1980). 
L o f t  h a s  s u g g e s t e d  t h a t  s u c h  w o r k s  a r e  " o f f i c i a l  h i s t o r i e s "  
b e c a u s e  o f  t h e  "way i n  w h i c h  t h e y  i m p l i c i t l y  s e e k  t h e i r  
e x p l a n a t i o n s  o f  t h e  p a s t  t o  f u r t h e r  t h e  use o f  the  t e c h n i q u e s  and 
s o c i a l  s t a t u s  o f  t h e  p r a c t i t i o n e r s  o f  t h e  p r e s e n t "  (1986 ,  p. 
138) .  She  a l s o  s t a t e s  t h a t  " t h e s e  h i s t o r i e s  t e n d  t o  a s s u m e  n o t  
on ly  t h a t  a c c o u n t a n t s  a r e  su p re m e ly  n e c e s s a r y  t o  s o c i e t y  bu t  a l s o  
t h a t  t h e  m a j o r  f a c t o r  e n a b l i n g  t h e i r  c u r r e n t  s u c c e s s  h a s  b e e n
t h e i r  form o f  p r o f e s s i o n a l  a s s o c i a t i o n "  ( L o f t ,  1986, p. 138).
L o f t  ( 1986), on t h e  o t h e r  hand,  p r e s e n t s  a  c r i t i c a l  h i s t o r y  
o f  c o s t  a c c o u n t i n g  and c o s t  a c c o u n t a n t s .  She s t u d i e d  th e  p e r i o d  
1914 t o  1925, and shows how a c c o u n t i n g  became i n t e r t w i n e d  w i t h  
s o c i e t y  a t  v a r i o u s  l e v e l s .  The emergence  o f  c o s t  a c c o u n t i n g  and 
c o s t  a c c o u n t a n t s  came as  an a l m o s t  u n in te nde d  consequence  o f  t h e  
l e g i s l a t i o n  o f  t h e  F i r s t  W o r l d  War a i m e d  a t  p r e v e n t i n g  
p r o f i t e e r i n g  and  a t  p r o v i d i n g  a  b a s i s  f o r  t h e  p r i c i n g  o f  
c o n t r a c t s .  As L o f t  s t a t e s :  " I t  came a s  p a r t  o f  an  u n e a s y
r e s o l u t i o n  be tw een  t h e  d e s i r e  t o  keep ’b u s i n e s s  a s  u s u a l ’ and t o  
s e t  up a  command type  economy t o  cope w i t h  t h e  m a s s i v e  p ro b le m s  
o f  p r o d u c t i o n  o f  a rm aments  and d i s t r i b u t i o n  o f  s c a r c e  r e s o u r s e s ,  
i n c l u d i n g  f o o d ,  a t  a  t i m e  o f  w a r "  (1 9 8 6 ,  p.  166) .
With  c o s t  a c c o u n t i n g  r e a c h i n g  a new found prom inence  a f t e r  
t h e  War,  L o f t  d e s c r i b e s  some o f  t h e  c o n c e r n s  a nd  m o b i l i s i n g  
f a c t o r s  b e h ind  t h e  p r o f e s s i o n a l i s a t i o n  p r o j e c t  o f  t h e  I n s t i t u t e  
o f  C o s t  a n d  Works A c c o u n t a n t s  ( I .C .W .A . )  f o u n d e d  i n  1 9 1 9 .  
A l t h o u g h  t h e  p i o n e e r i n g  m e m b e r s  o f  t h e  I.C.W.A. w o r k e d  i n  
i n d u s t r y ,  t h e y  w e r e  e x p l i c i t  a b o u t  t h e i r  d e s i r e  t o  a c h i e v e  t h e  
p r o f e s s i o n a l  s t a t u s  o f  t h e  c h a r t e r e d  a c c o u n t a n t s  o f  t h e  I n s t i t u t e  
o f  Q i a r t e r e d  A c c oun tan t s  i n  England and Wales (I.C.A.E.W.). Th i s  
was an e x e r c i s e  i n  s o c i a l  m o b i l i t y .  The i n c r e a s i n g  membersh ip  o f  
t h e  I.C.W.A. d i d  n o t  w a n t  t o  be s e e n  a s  c o s t  c l e r k s ,  b u t  r a t h e r  
t h e y  w a n t e d  t o  be s e e n  a s  p r o f e s s i o n a l s  a nd  t h u s  a c h i e v e  t h e  
" g e n t l e m a n l y  s t a t u s  so  d e s i r e d  by E n g l i s h m e n " ( L o f t ,  1986,  p. 
166) .
The I.C.W.A. e x p a n d e d  t h e i r  k n o w l e d g e  b a s e  i n  o r d e r  t o  be 
c o m p a t i b l e  w i t h  t h e i r  p r o f e s s i o n a l  a ims .  They d e s i r e d  t o  be r i d  
o f  t h e  i m a g e  o f  m e r e  t e c h n i c i a n s  i n  t h e  s e r v i c e  o f  i n d u s t r y .  
L o f t  shows how a c c o u n t i n g  i t s e l f  had a c o n s t i t u t i v e  r o l e  i n  p o s t -
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World War I  B r i t a i n .  "The c o n c ep t  o f  an  e f f i c i e n t  c o s t - e f f e c t i v e  
n a t i o n  was  c r u c i a l l y  d e p e n d e n t  upon an  a s s u m p t i o n  t h a t  m o d e r n  
c o s t i n g  s y s t e m s  w o u l d  p r o v i d e  a l l  t h e  r e q u i r e d  i n f o r m a t i o n "  
( L o f t ,  1986, p . 167) .
T h e  t h e o r e t i c a l  i n s p i r a t i o n  f o r  L o f t ' s  w o r k  i s  t h e  
g e n e a l o g i c a l  p e r s p e c t i v e  t a k e n  f r o m  F o u c a u l t .  S u c h  a 
g e n e a l o g i c a l  h i s t o r y ,  a c c o r d i n g  t o  L o f t ,  p r o v i d e s  "a  d e t a i l e d  
e x a m i n a t i o n  o f  t h e  c o m p l e x  i n t e r p l a y  b e t w e e n  k n o w l e d g e ,  
t e c h n i q u e s ,  i n s t i t u t i o n s  and o c c u p a t i o n a l  c l a i m s  a t  one p e r i o d  i n  
t h e  h i s t o r y  o f  a c c o u n t i n g "  ( 1 9 8 6 ,  p .  167) .  A g e n e a l o g i c a l  
h i s t o r y  o f  c o s t  a c c o u n t i n g  a n d  c o s t  a c c o u n t a n t s  e x a m i n e s  t h e  
" c o n d i t i o n s  under  which t h e  a c c o u n t i n g  t e c h n i q u e s  f o r  knowing t h e  
b u s i n e s s  o r g a n i s a t i o n  e m e r g e d  and  s p r e a d "  ( L o f t ,  1986,  p.  139» 
e m p h a s i s  i n  t h e  o r i g i n a l ) .
G o l d s t e i n  h a s  s u g g e s t e d  t h a t  t h e  F o u c a u l d i a n  t e r m  
" d i s c i p l i n e "  a n d  F o u c a u l t ' s  " p o w e r - k n o w l e d g e "  f r a m e w o r k  a r e  
p a r t i c u l a r l y  a p t  f o r  t h e  s t u d y  o f  e m e r g e n c e  o f  t h e  m o d e r n  
p r o f e s s i o n s .  G o l d s t e i n  s t a t e s :  " I t  h a s  o f f e r e d  h i s t o r i a n s  a way 
o f  c o n c e p t u a l i s i n g  t h e  r e l a t i o n s h i p  b e t w e e n  f o r m s  o f  a p p l i e d  
k n o w l e d g e  a n d  t h e i r  e x t e r n a l  e n v i r o n m e n t ,  b e t w e e n  t h e  
c o n s t i t u t i o n  o f  p r o f e s s i o n a l  e x p e r t i s e  and t h e  o r g a n i s a t i o n  o f  
p r o f e s s i o n s  a s  s o c i a l  e n t i t i e s ;  a n d  i t  h a s ,  f u r t h e r m o r e ,  
i l l u s t r a t e d  a  new p e r s p e c t i v e  t h a t  can be f r u i t f u l l y  b r o u g h t  to  
b e a r  upon t h e  r e a d i n g  o f  documents  o f  ' p r o f e s s i o n a l '  p rovenance"  
(1984,  p. 191). ^^ Th is  a l t e r n a t i v e  p e r s p e c t i v e  has  enab led  L o f t  
t o  p r o v i d e  a d d i t i o n a l  i n s i g h t s  i n t o  t h e  h i s t o r y  o f  a c c o u n t in g .
Another  a l t e r n a t i v e  h i s t o r y  o f  t h e  a c c o u n t in g  p r o f e s s i o n  i s  
t h e  p e r s p e c t i v e  p r o v i d e d  by A r m s t r o n g  (1 9 8 5 ) .  U n d e r l y i n g  
A r m s t r o n g ' s  w o r k  i s  J o h n s o n ' s  M a r x i s t  a n a l y s i s  o f  t h e
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p r o f e s s i o n s ,  an  a s p e c t  o f  w h i c h  l o o k s  a t  t h e  p a r t  p l a y e d  by 
a c c o u n t a n t s  and  t h e i r  c a l c u l a t i v e  t e c h n i q u e s  i n  t h e  s o c i a l  
r e l a t i o n s  o f  p r o d u c t i o n .  A r m s t r o n g  o f f e r s  an  e x p l a n a t i o n  t h a t  
s e e k s  t o  a c c o u n t  f o r  a c c o u n t a n t s ’ dom inan t  p o s i t i o n  i n  management  
h i e r a r c h i e s  i n  t h e  U n i t e d  Kingdom, He s u g g e s t s  t h a t  a l l  
o r g a n i s a t i o n a l  p r o f e s s i o n s  a r e  c o m p e t i t i v e l y  e n g a g e d  i n  
" c o l l e c t i v e  m o b i l i t y  p r o j e c t s "  ( L a r s o n ,  1977)  a i m e d  a t  s e c u r i n g  
a c c e s s  t o  key  p o s i t i o n s  o f  command i n  m a n a g e m e n t  h i e r a r c h i e s .  
The m ea n s  o f  c o m p e t i t i o n  i s  t h e  m o n o p o l i s a t i o n  o f  a  body o f  
k n o w l e d g e  a n d  e x p e r t i s e  w h i c h  o f f e r s  o r  a p p e a r s  t o  o f f e r ,  a 
s o l u t i o n  t o  t h e  key  f u n c t i o n s  o f  c a p i t a l .  A r m s t r o n g  f u r t h e r  
s u g g e s t s  t h a t  a c c o u n t a n t s  a c h i e v e d  d o m i n a n c e  w i t h i n  t h e  
m a n a g e r i a l  h i e r a r c h y  b e c a u s e  o f  t h e  a c c o u n t a n t ’ s a b i l i t y  t o  
c o n t r o l  t h e  l a b o u r  p r o c e s s .  He s t a t e s  (1 9 8 5 ,  p. 137)  t h a t  
a c c o u n t a n t s  have c o n t r o l l e d  t h e  l a b o u r  p r o c e s s  a t  l e a s t  i n  t h r e e  
i n t e r - r e l a t e d  w a y s .  F i r s t l y ,  a c c o u n t i n g  i s  a  s o l u t i o n  t o  t h e  
prob lem  posed by t h e  dem ise  o f  t h e  i n t e r n a l  c o n t r a c t  sys te m :  t h a t  
o f  how t o  e n s u r e  t h e  l o y a l t y  a n d  m o t i v a t i o n  o f  e m p l o y e e s .  Fo r  
e x a m p l e ,  b u d g e t  a l l o c a t i o n s  a r e  u s e d  t o  d i s c i p l i n e  and  c o n t r o l  
d e p a r t m e n t a l  manage rs .  "Second ly ,  by r a t i o n a l i s i n g  d e c i s i o n s  o f  
a l l o c a t i o n . . . . i t  e n a b l e s  c o n c e n t r a t i o n  o f  c a p i t a l  a nd  l a b o u r  on  
t h o s e  o p e r a t i o n s  which  y i e l d  t h e  g r e a t e s t  s u r p l u s ,  so i n d i r e c t l y  
a c t i n g  a s  a d i s c i p l i n a r y  p r e s s u r e  on t h o s e  whose l i v e l i h o o d s  a r e  
l i n k e d  w i t h  t h o s e  o p e r a t i o n s  which  y i e l d  t h e  l e a s t .  F i n a l l y ,  t h e  
l a n g u a g e  and p r e - s u p p o s i t i o n s  o f  a c c o u n t i n g  s y s t e m s . . . . f u n c t i o n  
a s  v o c a b u l a r i e s  o f  m o t i v e  w h i c h  s e t  t h e  t e r m s  o f  and l i m i t  any 
c h a l l e n g e  by w o r k e r s  a n d  s u b o r d i n a t e  m a n a g e r s  t o  s e n i o r  
management"  (Armst rong ,  1985, p. 137).
A f u r t h e r  h i s t o r i c a l  p e r s p e c t i v e  on  t h e  a c c o u n t i n g  
p r o f e s s i o n  i s  p r o v i d e d  by P u x t y  ( 1 9 8 5 ) .  He u s e s  H a b e r m a s ’s
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n o t i o n  o f  c r i s i s  t e n d e n c i e s  t o  show t h a t  t h e  deve lopm en t  o f  t h e  
a c c o u n t i n g  p r o f e s s i o n  has  been dependen t  on how w e l l  i t  manages 
t o  avo id  c r i s e s .  Puxty a n a l y s e s  t h e  p r o f e s s i o n ' s  r e l a t i o n s h i p  t o  
t h e  S t a t e  and d e s c r i b e s  how t h e  S t a t e  manages c r i s e s  by s h i f t i n g  
them t o  o t h e r  i n s t i t u t i o n s  l i k e  t h e  a c coun tancy  p r o f e s s i o n ,  who 
i n  t u r n  s e e k s  t o  manage  t h e  c r i s e s  by s h i f t i n g  them  a g a i n .  He 
s u g g e s t s  t h a t  t h e  r i s e  o f  t h e  d e c i s i o n  u s e f u l n e s s  c r i t e r i o n  and 
i t s  be in g  embraced  by th e  l e a d e r s  o f  t h e  p r o f e s s i o n  h a s  i t s  r o o t s  
i n  t h e  c o n t r a d i c t o r y  n a t u r e  o f  l a t e  c a p i t a l i s m  -  t h a t  i s ,  t h e  
f u n d a m e n t a l  s p l i t  b e t w e e n  f i n a n c e  and p r o d u c t i v e  c a p i t a l .  
"F inance  c a p i t a l  d e s i r e s  h igh  i n f o r m a t i o n  q u a n t i t i e s ;  p r o d u c t i v e  
c a p i t a l  opposes  them f o r  d e f e n s i v e  r e a s o n s .  Both t h e  S t a t e  and 
t h e  a c c o u n t a n c y  p r o f e s s i o n  h a v e  c h o s e n  t o  s u p p o r t  f i n a n c i a l  
c a p i t a l  i n  t h i s ,  t h e  f o rm e r  th ro u g h  i t s  f i s c a l  p o l i c i e s  ove r  many 
y e a r s , . . . . t h e  l a t t e r  t h r o u g h  i t s  e s p o u s a l  o f  t h e  u s e r  c r i t e r i o n "  
( P u x t y ,  1 9 8 5 , p . 17 ). The a c c o u n t i n g  p r o f e s s i o n  h a s  f a c e d  t h i s  
c o n t r a d i c t i o n  be tw een  t h e  two f r a c t i o n s  o f  c a p i t a l  "by a  p r o c e s s  
t h a t  i n i t i a l l y  f a v o u r s  t h e  u s e r  c r i t e r i o n  i n  i t s  e x p o s u re  d r a f t s ,  
w h i l e  b e in g  f o r c e d  t o  r e c o g n i s e  t h e  needs o f  p r o d u c t i v e  c a p i t a l  
i n  t h e  s u b s e q u e n t  n e g o t i a t i o n  p r o c e s s  b e f o r e  t h e  f i n a l  s t a n d a r d  
i s  p r o d u c e d "  ( P u x t y ,  1985 ,  p. 18) .
Pu x ty ' s  i n t e r p r e t a t i o n  o f  t h e  deve lopmen t  o f  t h e  a ccoun tancy  
p r o f e s s i o n  i s  b a s e d  on  t h e  f a c t  t h a t  c r i s i s  i s  e n d e m i c  t o  
s o c i e t y ,  and hence  endemic t o  t h e  i n s t i t u t i o n s  o f  s o c i e t y .  Th is  
d i f f e r s  f rom c o n v e n t i o n a l  v i e w s  o f  changes i n  t h e  n a t u r e  o f  t h e  
a c c o u n t i n g  p r o f e s s i o n  i n  s o c i e t y  such as t h e  view which p o s i t s  a 
" b a s i c  e q u i l i b r i u m  d i s t u r b e d  o n l y  by t h e  o c c a s i o n a l  f l u r r y  o f  
t r o u b l e ; "  o r  one  i n  w h i c h  "a  c o n f l i c t i n g  s e t  o f  i n t e r e s t  g r o u p s  
v i e  f o r  i n f l u e n c e  w i t h  an  a c c o u n t i n g  r e g u l a t o r y  body t h a t
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c o n s t i t u t e s  p a r t  o f  a p l u r a l i s t i c  d e m o c r a t i c  s o c i e t y "  ( P u x t y ,  
1985 ,  p. 2 5 ) .
A r e v i e w  o f  a s e l e c t i o n  16 o f  a l t e r n a t i v e  h i s t o r i e s  o f f e r i n g  
d i f f e r i n g  p e r s p e c t i v e s  f ro m  c o n v e n t i o n a l  h i s t o r i e s  h a s  b e e n  
p r e s e n t e d  i n  t h i s  s e c t i o n .  T h i s  c h a p t e r  w i l l  now c o n c l u d e  by 
e x a m in in g  t h e  conc ep tua l  l e n s e s  and t h e  v iew o f  h i s t o r y  used i n  
t h e s e  c r i t i c a l  s t u d i e s .
D. œNCKPTOAL LENSES AND VIEWS OF HISTORY USED IN THESE 
CRITICAL HISTORIES
The common theme ru n n in g  th ro u g h  t h e s e  c r i t i c a l  h i s t o r i e s  i s  
t h e  d e s i r e  t o  p r o b l e m a t i z e  a c c o u n t i n g  and  t o  b r e a k  away f r o m  a 
u n i  d i m e n s i o n a l  p i c t u r e  o f  i t s  d e v e lo p m e n t .  Accoun t in g  has  n o t  
been c r e a t e d  j u s t  by c a p i t a l i s m  o r  i n d u s t r i a l i s a t i o n  o r  o w n e r s h ip  
s t r u c t u r e s  o r  o r g a n i s a t i o n a l  s t r u c t u r e s .  R a the r ,  t h e  emergence 
o f  a c c o u n t i n g  and  i t s  f u n c t i o n i n g  i n  i t s  v a r i o u s  c o n t e x t s  i s  a 
c o m p l e x  p h e n o m e n o n  due t o  t h e  i n t e r p l a y  o f  many d i f f e r e n t  
i n f l u e n c e s .
The h i s t o r i e s  r e v i e w e d  h a v e  u n d e r t a k e n  t h e i r  a n a l y s e s  a t  
d i f f e r i n g  l e v e l s  (macro o r  m ic ro )  and have e i t h e r  been i n fo r m e d  
by a  g e n e r a l  s o c i o l o g i c a l  approach  (e.g. Hopwood, f o r th c o m in g )  o r  
have been  in fo r m e d  by a  s p e c i f i c  s o c i a l  t h e o r i s t  (e.g.  Hoskin and 
M acve ,  1986 ;  L o f t ,  1986;  P u x t y ,  1985) .  They h a v e  a l s o  a d o p t e d  
d i f f e r i n g  r e s e a r c h  s t r a t e g i e s  e i t h e r  e x a m i n i n g  new h i s t o r i c a l  
m a t e r i a l  o r  r e i n t e r p r e t i n g  p r e v i o u s l y  a n a l y s e d  m a t e r i a l .  
F u r t h e r m o r e ,  t h e  h i s t o r i e s  i n t e g r a t e  t h e  t h e o r e t i c a l  i n s i g h t s  
o u t l i n e d  t o  v a r y i n g  de g re e s  i n  t h e i r  a n a ly s e s  o f  ac coun t ing .
F o u c a u l t  h a s  p r o v i d e d  one  s e t  o f  c o n c e p t u a l  l e n s e s  i n  t h e  
h i s t o r i c a l  a c c o u n t i n g  l i t e r a t u r e  r e c e n t l y  ( s e e  Burch e l l  e t  a l . ,  
1985 ;  H o s k i n  and  Macve,  19 86; L o f t ,  1986) .  F o u c a u l t  h a s  a l s o
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b e e n  u s e d  t o  a n a l y s e  a c c o u n t i n g  i n  i t s  o r g a n i s a t i o n a l  c o n t e x t  
( s e e  R o b e r t s  and  S c a p e n s ,  1 9 8 5 a ) .  H o s k in  and  Macve (1986)  u s e  
F o u c a u l t ’s  mode o f  a n a l y s i s  t o  r e i n t e r p r e t  a c c o u n t i n g  deve lo pm en t  
a t  a  m a c r o  l e v e l .  L o f t  ( 1 9 8 6 )  u s e s  F o u c a u l t  t o  p r o v i d e  
t h e o r e t i c a l  i n s i g h t s  a s  a mode o f  a n a l y s i s  b u t  a l s o  f o l l o w s  
F o u c a u l t ’s  method o f  do ing  h i s t o r y .  B u r c h e l l  e t  a l . ,  (1985) use 
F o u c a u l t ’s  g e n e a l o g i c a l  m e t h o d  m ore  a s  a s t r a t e g y  o f  a n a l y s i s  
r a t h e r  t h a n  e x p l i c i t l y  u s i n g  F o u c a u l t ’ s  t h e o r e t i c a l  s c h e m a .  
A l t h o u g h  i t  may be c o n s i d e r e d  a r a t h e r  d a n g e r o u s  e x e r c i s e ,  
a t t e m p t i n g  t o  s p l i t  F o u c a u l d i a n  b a s e d  w o r k  up i n  t h i s  way,  
F o u c a u l t  d o e s  seem t o  h a v e  b e e n  u s e d  d i f f e r e n t l y  by t h e s e  
a u t h o r s .  17 I t  i s  a p p r o p r i a t e ,  t h e r e f o r e ,  t o  b r i e f l y  comment on 
F o u c a u l t  and h i s  h i s t o r i c a l  approach .
F o u c a u l t ’s work has  been d i v id e d  up i n t o  two c h r o n o l o g i c a l
s t a g e s .  The f i r s t  p h a s e  o f  h i s  w ork  c o m p r i s e s  o f  a  s e r i e s  o f
p r i m a r i l y  h i s t o r i c a l  ca se  s t u d i e s  which he c a l l e d  a r c h a e o l o g i e s .
T h e s e  m a i n l y  c o n c e r n e d  t h e  c o n d i t i o n s  f o r  t h e  e m e r g e n c e  o f  a n
a r r a y  o f  m o d e r n  human s c i e n c e s .  F o u c a u l t ’ s  p r i m a r y  u n i t  o f
a n a l y s i s  i s  t h e  d i s c o u r s e  which  i s  b e s t  und e rs to o d  a s  a sys te m  o f
p o s s i b i l i t y  f o r  knowledge ( P h i l p ,  1985, p. 69).  He uses  t h e  te rm
1 8a r c h a e o l o g y  t o  d e n o t e  a l e v e l  o f  t h e  a n a l y s i s  o f  d i s c o u r s e s  
which  g r a s p s  t h e i r  r u l e s  o f  f o r m a t i o n  w i t h o u t  r e f e r e n c e  t o  t h e  
s u b j e c t .  P h i l p  s t a t e s :  "But  t h e  r u l e s  o f  a d i s c o u r s e  a r e  n o t  
r u l e s  which  i n d i v i d u a l s  c o n s c i o u s l y  fo l l o w ;  a d i s c o u r s e  i s  no t  a 
m e t h o d  o r  c a n o n  o f  e n q u i r y .  R a t h e r ,  t h e s e  r u l e s  p r o v i d e  t h e  
n e c e s s a r y  p r e c o n d i t i o n s  f o r  t h e  f o r m a t i o n  o f  s t a t e m e n t s ,  and as  
such t h e y  o p e r a t e  ’behind  t h e  ba c ks ’ o f  s p e a k e r s  o f  a d i s c o u r s e .  
I n d e e d ,  t h e  p l a c e ,  f u n c t i o n  and  c h a r a c t e r  o f  t h e  ’k n o w e r s ’ , 
a u t h o r s  and a u d ie n c e s  o f  a d i s c o u r s e  a r e  a l s o  a f u n c t i o n  o f  t h e s e
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d i s c u r s i v e  r u l e s "  ( I 9 8 5 , p. 69 ) .
F o u c a u l t  d i s t i n g u i s h e d  a r c h a e o lo g y  from a " h i s t o r y  o f  i d e a s "  
w h i c h  a n a l y s e s  " p e r m a n e n c e s  w h i c h  p e r s i s t  b e n e a t h  a p p a r e n t  
c h a n g e s "  ( 1 972 ,  p. 138) .  A b a n d o n i n g  t h e  a n a l y s i s  o f  g e n e s i s ,  
c o n t i n u i t y ,  and t o t a l i s a t i o n  i n  h i s t o r y ,  i t  i s  " a n  a t t e m p t  t o  
p r a c t i c e  q u i t e  a d i f f e r e n t  h i s t o r y  o f  what  men have s a id "  (1972,  
p .  1 3 8 ). F o u c a u l t  e m p h a s i s e d  r u p t u r e  and  d i s c o n t i n u i t y  i n  t h e  
h i s t o r y  o f  i d e a s .
I n  t h e  s e c o n d  p h a s e  o f  h i s  w o r k ,  w h i c h  h e  g e n e r a l l y  r e f e r s  
t o  a s  g e n e a l o g i e s ,  F o u c a u l t  r e t a i n e d  h i s  i n t e r e s t  i n  t h e  human  
s c i e n c e s  -  i n  t h e  a r c h a e o l o g y  o f  k n o w l e d g e  s t r u c t u r e s  -  b u t  
c o n c e r n e d  h i m s e l f  m ore  w i t h  t h e  s t r a t e g i c  r o l e  o f  t h e s e  
knowledges  i n  c e r t a i n  f i e l d s  o f  p u b l i c  a d m i n i s t r a t i o n  and p o l i c y .  
I n  p a r t i c u l a r ,  he e m phas i sed  t h e  c o n s t i t u t i v e  r o l e  which power 
p l a y s  i n  k n o w l e d g e .  M in s o n  d e s c r i b e s  t h e  s h i f t  i n  F o u c a u l t ’s 
work i n  t h i s  way: " I f  a r c h a e o lo g y  i n  a g e n e r a l  way may be t h o u ^ t  
o f  a s  an i n t e r v e n t i o n  i n t o  t h e  h i s t o r i o g r a p h y  o f  knowledges,  t h e n  
g e n e a l o g i e s  f o r  t h e i r  p a r t . . . . b r i n g  a new t h e o r e t i c a l  a n d  
h i s t o r i c a l  p e r s p e c t i v e  t o  b e a r  on t h e  c h a r a c t e r i s t i c  f o r m s  i n  
which  power  i s  e x e r c i s e d  i n  modern s o c i e t i e s "  (1985, p. 9).
F o u c a u l t  a t t e m p t e d  t o  r e v e a l  t h e  deve lopment  o f  d i f f e r e n t  
power r i t u a l s  by d e s c r i b i n g  s p e c i f i c  models  f o r  e x e r c i s i n g  power.  
F o r  e x a m p l e ,  i n  D i s c i p l i n e  and  P u n i s h  (19 7 7 )  he  e x p l a i n e d  
B e n t h a m ’s s k e t c h  o f  t h e  P a n o p t i c o n - p r i s o n ,  and  i n  t h e  f i r s t  
v o l u m e  o f  t h e  H i s t o r y  o f  S e x u a l i t y  (1979)  h e  made use  o f  t h e  
i n s t i t u t i o n  o f  t h e  c o n f e s s i o n a l .  I n  b o t h  c a s e s  F o u c a u l t  u s e d  
t h e s e  a s  an i n s t r u m e n t  f o r  d i a g n o s i n g  p o w e r - r e l a t i o n s h i p s  which 
i n f e c t  man’s body and  f o rm  h i s  i d e a s  (Kemp, 1984,  p. 95 ) .  As 
a l r e a d y  no ted .  L o f t  (1986) and Hoskin and Macve (1986) e x p l i c i t l y  
use F o u c a u l t ’ s concep t  o f  "power-knowledge ."
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" F o u c a u l t  e m p h a s i s e s  t h e  ways  i n  w h i c h  
k n o w l e d g e  and p o w e r  a r e  c l o s e l y  l i n k e d .  He 
c o n s i d e r s  not  on ly  how knowledge e n a b l e s  t h e  
e x e r c i s i n g  o f  power bu t  a l s o  how power i t s e l f  
t e n d s  t o  g e n e r a t e  s y s t e m s  w h i c h  p r o d u c e  
k n o w l e d g e .  From  s u c h  a p e r s p e c t i v e ,  
’ k n o w l e d g e ’ a n d  ’ t r u t h ’ a r e  p a r t  o f  t h e  
e f f e c t s  o f  pow e r .  However  s u c h  a p r o d u c t i v e  
r e l a t i o n s h i p  n e e d s  t o  be s e e n  i n  t e r m s  w i d e r  
th a n  knowledge be ing  s im p l y  an id e o lo g y  which 
l e g i t i m a t e s  power. For F o u c a u l t ,  t h e  ’methods  
o f  o b s e r v a t i o n ,  t e c h n i q u e s  o f  r e g i s t r a t i o n ,  
p r o c e d u r e s  f o r  i n v e s t i g a t i o n  and  r e s e a r c h ,  
a p p a r a t u s e s  o f  c o n t r o l ’ a r e  i n  f a c t  v e r y  
e f f e c t i v e  i n s t r u m e n t s  f o r  p r o d u c in g  power and 
when power i s  ’e x e r c i s e d  th rough  t h e s e  s u b t l e  
mechanisms  i t  cannot  bu t  e v o lve ,  o r g a n i s e  and 
p u t  i n t o  c i r c u l a t i o n  a knowledge,  o r  r a t h e r  an 
a p p a r a t u s  o f  knowledge’ " ( L o f t ,  1986, p .  140) .
"H o w . . . . t h e n  i s  one  t o  e x p l a i n  t h e  m o d e r n  
s i g n i f i c a n c e  o f  a c c o u n t i n g  and  t h e  a m p l e  
r e w a r d s  t h a t  a c c r u e  t o  i t s  p r a c t i t i o n e r s ?  
T h i s  i s  a  c o m p l e x  q u e s t i o n  b u t  i n  t h i s  p a p e r  
we p r o p o s e  t o  s u g g e s t  how a h i s t o r y  o f  
a c c o u n t i n g  and an u n d e r s t a n d i n g  o f  i t s  power 
i n  modern s o c i e t y  m i ^ t  be w r i t t e n  i n  t e r m s  o f  
Michel  F o u c a u l t ’s t h e o r y  o f  ’p o w e r - k n o w l e d g e ’ 
r e l a t i o n s "  (Hoskin and Macve, 1986, p.  105) .
B o th  o f  t h e s e  w o r k s  show how p o w e r  and  k n o w l e d g e  a r e  n o t  
e x t e r n a l  t o  one  a n o t h e r  and  show t h e  a p p r o p r i a t e n e s s  o f  t h e  
g e n e a l o g i c a l  a p p r o a c h  by a n a l y s i n g  t h e  c u l t u r a l  a nd  s o c i a l  
p r a c t i c e  o f  a c c o u n t i n g  i n  w h i c h  p o w e r  and knowledge i n t e r s e c t .  
I n  v i e w i n g  a c c o u n t i n g  as  a d i s c i p l i n a r y  power,  a  key F o u c a u ld i a n  
c o n c e p t  used i s  t h e  concep t  o f  s u r v e i l l a n c e .  F o u c a u l t  i d e n t i f i e d  
t h r e e  p r im a r y  components  o f  d i s c i p l i n e :  h i e r a r c h i c a l  o b s e r v a t i o n  
( c o n t i n u o u s  i n s p e c t i o n  and s u r v e i l l a n c e ) ;  n o r m a l i s i n g  judgem en t  
(a  c o r r e c t i v e  r a t h e r  than  e s s e n t i a l l y  r e t r i b u t i v e  type  p e n a l t y ) ;  
a nd  e x a m i n a t i o n  ( a  c o m b i n a t i o n  o f  o b s e r v a t i o n  and  c o r r e c t i o n ) .  
Above a l l ,  d i s c i p l i n a r y  p o w e r  i s  " t h a t  w h ic h  a c t s  by m eans  o f  
g e n e r a l  v i s i b i l i t y "  (1977, p. 171). Along t h e  l i n e s  o f  Bentham’s 
P a n o p t i c o n ,  i t  i s  a sys tem whereby someone can see  w i t h o u t  b e in g
96
s e e n  by th e  o t h e r s .  Power i s  e x e r c i s e d  e s s e n t i a l l y  by w a tc h in g .  
The r o l e  o f  a c c o u n t i n g  i n  s u r v e i l l a n c e  m o n i t o r i n g ,  o f t e n  i n  an 
u n i n t e n d e d  way ( se e  Hopwood, fo r th c o m in g )  over  p r o d u c t i o n  i n  t h e  
w o r k p l a c e ,  h a s  b e e n  u s e f u l l y  h i g h l i g h t e d  by H o s k i n  and  Macve 
( 1 9 8 6 )  a nd  L o f t  (1 9 8 6 ) .
F o u c a u l t ’s  v i e w  o f  p o w e r  i s  e s s e n t i a l l y  a  c o e r c i v e  one .  
T h i s  h a s  b e e n  q u e s t i o n e d  by I g n a t i e f f  (1983 )  and  Kemp ( 1 9 8 4 ) .  
I g n a t i e f f ,  f o r  e x a m p l e ,  s t a t e s  t h a t  "by d e s c r i b i n g  a l l  s o c i a l  
r e l a t i o n s  as  r e l a t i o n s  o f  d o m in a t io n ,  Fo u c a u l t  n e g l e c t s  t h e  l a r g e  
a s p e c t s  o f  human s o c i a b i l i t y ,  i n  t h e  f a m i l y  and  c i v i l  s o c i e t y  
g e n e r a l l y ,  w h i c h  a r e  c o n d u c t e d  by t h e  n o rm s  o f  c o - o p e r a t i o n ,  
r e c i p r o c i t y  and  t h e  " g i f t  r e l a t i o n s h i p "  ( 1 9 8 3 ,  p. 2 0 3 ) .  L o f t ’s
(1986)  and Hoskin and Macve’s  (1986) work h i g h l i g h t  t h e  c o e r c iv e  
a s p e c t  o f  a c c o u n t i n g .  Yet  i s  i t  p o s s i b l e ,  a l o n g  t h e  l i n e s  t h a t  
I g n a t i e f f  h a s  i n d i c a t e d ,  t h a t  a c c o u n t i n g  i n  c e r t a i n  c o n t e x t s ,  
l i k e  c o o p e r a t i v e s ,  f a m i l y  e s t a t e s ,  can have a c o n sensua l  a s p e c t  
i n  i t s  o p e r a t i o n .
F o u c a u l t ’ s  g e n e a l o g i c a l  h i s t o r i c a l  p e r s p e c t i v e  i s  based  on 
N i e t z s c h e ’s h i s t o r i c a l  p e r s p e c t i v e .  " H i s t o r y ,  f o r  N i e t z s c h e  and 
F o u c a u l t ,  i s  an  e n d l e s s  s t r u g g l e ,  c h a r a c t e r i s e d  by d i v e r s i t y ,  
c h a n c e ,  u n i q u e n e s s  and  b e c o m i n g "  ( T u r n e r ,  1985 ,  p. 198) .  I n  
h i s t o r y  t h e r e  a r e  no c o n s t a n t s ,  no com for t ,  and no c o n s o l a t i o n ;  
h i s t o r y  i s  bo th  u n c o n t r o l l e d  and d i r e c t i o n l e s s  s i n c e :
" n o t h i n g  i n  man -  n o t  e v e n  h i s  body -  i s  
s u f f i c i e n t l y  s t a b l e  t o  s e r v e  as  t h e  b a s i s  f o r  
t h i s  s e l f - r e c o g n i t i o n  o r  f o r  t h e  u n d e r s t a n d in g  
o f  o t h e r  men. The t r a d i t i o n a l  d e v i c e s  f o r  
c o n s t r u c t i n g  a c o m p r e h e n s i v e  view o f  h i s t o r y  
and  f o r  r e t r a c i n g  t h e  p a s t  a s  a p a t i e n t  and  
c o n t in u o u s  deve lopmen t  must be s y s t e m a t i c a l l y  
d i s m a n t l e d .  H i s t o r y  becomes e f f e c t i v e  t o  t h e  
d e g r e e  t h a t  i t  i n t r o d u c e s  d i s c o n t i n u i t y  i n t o  
o u r  v e r y  b e i n g  -  a s  i t  d i v i d e s  o u r  e m o t i o n s ,  
d r a m a t i s e s  our  i n s t i n c t s ,  m u l t i p l i e s  our  body
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and s e t s  i t s e l f  a g a i n s t  i t s e l f "  ( F o u c a u l t ,  
d e s c r i b i n g  N i e t z s c h e ’ s h i s t o r i c a l  w o r k  i n  
1977, pp .  153-154) .
F o u c a u l t ,  t h e r e f o r e ,  o p p o s e d  a l l  p r o g r e s s i v e ,  t e l e o l o g i c a l  
and e v o l u t i o n a r y  h i s t o r i e s  which a t t e m p t e d  t o  c h a r t  the  u n f o l d i n g  
o f  h u m a n i t y  and r e a s o n  f ro m  i d e n t i f i a b l e  o r i g i n s  s l o w l y  and 
i n e x o r a b l y  i n t o  t h e  p r e s e n t .  I n  c o n t r a s t  t o  s u c h  a  v i e w  o f  
h i s t o r y ,  F o u c a u l t ’s  s t a r t i n g  p o i n t  i n  t h e  g e n e a l o g i c a l  approach 
i s  one  d e s c r i b e d  by N i e t z s c h e :  " t h e  c a u s e  o r  o r i g i n  o f  a t h i n g  
a nd  i t s  e v e n t u a l  u n i t y ,  i t s  a c t u a l  e m p l o y m e n t  i n  a  s y s t e m  o f  
p u r p o s e s ,  l i e  w o r ld s  a p a r t  ( N i e t z s c h e ,  1969, p. 77 ,  a s  quo ted  i n  
M i n s o n ,  1985 ,  p. 76 ) .
P o s t e r  summarises F o u c a u l t ’ s  d i s c o n t i n u o u s  view o f  h i s t o r y :
" F o u c a u l t  a t t e m p t s  t o  show how t h e  p a s t  
was  d i f f e r e n t ,  s t r a n g e ,  t h r e a t e n i n g .  He 
l a b o r s  t o  d i s t a n c e  t h e  p a s t  f rom th e  p r e s e n t ,  
t o  d i s r u p t  t h e  e a s y ,  c o z y  i n t i m a c y  t h a t  
h i s t o r i a n s  have t r a d i t i o n a l l y  e n j o y e d  i n  t h e  
r e l a t i o n s h i p  o f  t h e  p a s t  t o  t h e  p r e s e n t .  He 
s t r i v e s  t o  a l t e r  t h e  p o s i t i o n  o f  t h e  h i s t o r i a n  
f r o m  one  who g i v e s  s u p p o r t  t o  t h e  p r e s e n t  by 
c o l l e c t i n g  a l l  t h e  m e a n i n g s  o f  t h e  p a s t  a n d  
t r a c i n g  t h e  l i n e  o f  i n e v i t a b i l i t y  t h r o u g h  
which t h e y  a r e  r e s o l v e d  i n  t h e  p r e s e n t ,  t o  one 
who b rea k s  o f f  t h e  p a s t  f rom th e  p r e s e n t  and, 
by d e m o n s t r a t i n g  t h e  f o r e i g n n e s s  o f  t h e  p a s t ,  
r e l a t i v i z e s  and u n d e r c u t s  t h e  l e g i t i m a c y  o f  
t h e  p r e s e n t "  (1984,  p .  7 4 ) .
A key a s p e c t  o f  t h e  g e n e a l o g i c a l  approach ,  t h e r e f o r e ,  i s  t h e  
s e p a r a t i o n  o f  o r i g i n  and  o u t c o m e .  M in s o n  (1 9 8 5 )  and  T u r n e r  
( 1 9 8 5 ) ,  h o w e v e r ,  s u g g e s t  t h a t  t h e r e  i s  a t e n s i o n  in F o u c a u l t ’ s 
h i s t o r i c a l  a p p r o a c h .  The t e n s i o n ,  on  t h e  o n e  h a n d ,  is to 
m a i n t a i n  t h e  d i s a s s o c i a t i o n  o f  o r i gins and o utcome, y e t  on the 
o t h e r  hand,  i n s i s t  on t h e  c o n s t i t u t i v e  and telling c h a r a c t e r  of 
t h e  o r i g i n s .  As M in son  s t a t e s  " e i t h e r  g e n e a l o g y  r e m a i n s  a 
v a r i a n t  o f  t e l e o l o g i c a l  h i s t o r y  o r  it is i r r e l e v a n t  by its o w n
s t a n d a r d  o f  r e l e v a n c e "  (1 9 8 5 ,  p.  7 7 ) .  T u r n e r  a l s o  s t a t e s  t h a t  
" d e s p i t e  F o u c a u l t ’s emphas i s  on d i v e r s i t y  and h i s t o r i c a l  chance,  
i t  i s  d i f f i c u l t ,  on t h e  b a s i s  o f  h i s  ' e m p i r i c a l  s t u d i e s , ’ t o  
a vo id  t h e  c o n c lu s i o n  t h a t  c on tem pora ry  s o c i e t y  i s  s u b j e c t  t o  t h e  
i n e x o r a b l e  l o g i c  o f  q u a n t i f i c a t i o n ,  e x a m i n a t i o n ,  a n d  
c l a s s i f i c a t i o n  a s  t e c h n i q u e s  o f  s u r v e i l l a n c e "  (1 9 8 5 ,  p. 2 0 0 ) .  
T h e s e  a u t h o r s  t h e n  s u g g e s t  t h a t  F o u c a u l t ’ s  h i s t o r i e s  a r e  
o r g a n i s e d  a r o u n d  t h e  t h e m e  o f  s u r v e i l l a n c e  and  a s  s u c h  h a v e  a 
t e l e o l o g i c a l  " r i n g "  t o  them.
P h i l p  s u g g e s t s  t h a t  t h i s  c r i t i c i s m  o f  F o u c a u l t ’s  h i s t o r i c a l  
method does no t  s t i c k  e a s i l y  t o  him. This  i s  because  F o u c a u l t  i s  
n o t  i n t e r e s t e d  i n  p h i l o s o p h i c a l  c o n s i d e r a t i o n s  b e i n g  t a k e n  a s  
d e c i s i v e  i n  t h e  e v a l u t i o n  o f  h i s  h i s t o r i c a l  method.  R a th e r  h i s  
h i s t o r i e s ,  he s a y s ,  a r e  f i c t i o n s  which se ek  t o  f o r g e  c o n n e c t io n s ,  
e s t a b l i s h  r e l a t i o n s h i p s  and t r a n s g r e s s  t h e  e s t a b l i s h e d  o r d e r  and 
u n i t y  o f  d i s c o u r s e .  " H is  i n t e n t i o n  i s  t o  t h r o w  o u r  a s s u m p t i o n  
a n d  c e r t a i n t i e s  i n t o  q u e s t i o n ;  t o  a l l o w  v a r i e t y  a n d  d i f f e r e n c e  
t h e i r  r i g h t f u l  p l a c e . . . . I t  i s ,  t h e n ,  d i f f i c u l t  t o  c r i t i c i z e  
F o u c a u l t  w i t h o u t  a s s o c i a t i n g  o n e s e l f  w i t h  t h e  s y s t e m  w h i c h  h e  
a t t a c k s  -  we e i t h e r  s t a n d  w i t h  h i m ,  o r  we s t a n d  c onde m ne d  o f  
s u b j u g a t i o n .  Yet i t  i s  p o s s i b l y  t h e  g r e a t  s t r e n g t h  o f  F o u c a u l t ’s 
w o r k  t h a t  i t  m ake s  n e i t h e r  c o u r s e  a t t r a c t i v e :  much o f  w h a t  h e  
s a y s  i s  s u f f i c i e n t l y  c l o s e  t o  r e a l i t y  t o  be d i s c o m f o r t i n g ,  and  
y e t  h i s  own v iew o f f e r s  no a t t r a c t i v e  c e r t a i n t i e s "  ( P h i l p ,  1985,
pp .  7 9 - 8 0 ) .
F o u c a u l t  d e s c r i b e d  h i s  aim as :
"To g i v e  some a s s i s t a n c e  i n  w e a r i n g  away 
c e r t a i n  s e l f - e v i d e n t n e s s e s  and  c o m m o n p la c e s  
a bou t  madness ,  n o r m a l i t y ,  i l l n e s s ,  c r im e  and 
p u n i s h m e n t ;  t o  b r i n g  i t  a b o u t ,  t o g e t h e r  w i t h  
many o t h e r s ,  t h a t  c e r t a i n  p h r a s e s  c a n  no 
l o n g e r  be s p o k e n  so  l i g h t l y ,  c e r t a i n  a c t s  no
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l o n g e r ,  o r  a t  l e a s t  n o  l o n g e r  s o  
u n h e s i t a t i n g l y ,  p e r f o r m e d ,  t o  c o n t r i b u t e  t o  
c h a n g i n g  c e r t a i n  t h i n g s  i n  p e o p l e ' s  w ays  o f  
p e r c e i v i n g  and do ing  t h i n g s ,  t o  p a r t i c i p a t e  i n  
t h i s  d i f f i c u l t  d i s p l a c e m e n t  o f  f o r m s  o f  
s e n s i b i l i t y  and  t h r e s h o l d s  o f  t o l e r a n c e ,  -  I  
h a r d l y  f e e l  c a p a b l e  o f  a t t e m p t i n g  much m ore  
t h a n  t h a t "  ( F o u c a u l t ,  1981 ,  pp.  1 1 - 1 2 ,  a s  
q u o t e d  i n  P h i l p ,  1985, p . 80) .
H i r s t  ( 1985) a g r e e s  w i t h  F o u c a u l t ' s  own a s s e s s m e n t  o f  h i s  
work.  H i r s t  s u g g e s t s  t h a t  F o u c a u l t  i s  no t  e n g a g in g  i n  p r e s e n t i n g  
some k in d  o f  g e n e r a l  h i s t o r y ,  a s  p r o v i d i n g  a  c om p le te  d e s c r i p t i o n  
o f  a p e r i o d .  R a t h e r  F o u c a u l t ' s  a t t e m p t s  t o  a n a l y s e  c e r t a i n  
h i s t o r i c a l  d i s c o u r s e s  a s  s t r a t e g i c  i n  r e l a t i o n  t o  c e r t a i n  
p r o b l e m s  t h a t  h e  i s  c o n c e r n e d  w i t h .  He i s ,  i n  f a c t ,  d i a g n o s i n g  
t h e  p r e s e n t  by a s k i n g  "how d i d  we g e t  t h e r e ? "  ( D r e y f u s  and  
R a b i n o w ,  1982 ,  p .  119) .  As F o u c a u l t  s t a t e d ,  h e  i s  " w r i t i n g  t h e  
h i s t o r y  o f  t h e  p r e s e n t "  (1977,  p .  3 1 ) .
F o u c a u l t ' s  h i s t o r i c a l  w ork  h a s  b e e n  c r i t i q u e d  by M a r x i s t  
h i s t o r i a n s  f o r  d w e l l i n g  t o o  much on t h e  " m i c r o - p h y s i c s "  o f  power 
a n d  n o t  g i v i n g  due  c o n s i d e r a t i o n  t o  t h e  r o l e  o f  t h e  S t a t e  i n  
e x e r c i s i n g  c o e r c i v e  power.  Although M a r x i s t  h i s t o r i a n s  a r e  happy 
t o  use c e r t a i n  o f  F o u c a u l t ' s  them e s .  H i r s t  s u g g e s t s  t h a t  t h e y ,  i n  
no  s e n s e ,  s e e  F o u c a u l t  a s  p r o v i d i n g  a n  a l t e r n a t i v e  o r  
co m p re h en s iv e  p o l i t i c a l  o r  s o c i a l  t h e o r y  ( H i r s t ,  1985, p. 143).^^ 
F o u c a u l t  h a s  b e e n  c r i t i q u e d  f o r  h i s  a v e r s i o n  f o r  e c o n o m i c  
e x p l a n a t i o n s  and c l a s s  a n a l y s i s ,  which o f t e n  p roduces  a f a i l u r e  
t o  c o n s i d e r  b a s i c  p r o b l e m s  c o n c e r n i n g  t h e  i n s t i t u t i o n a l  
mechan ism s  and a p p a r a t u s  by which knowledge i s  accum ula ted  and 
t r a n s m i t t e d  (Turner ,  1985, p. 211).
There  i s  no doub t ,  however ,  t h a t  F o u c a u l t ' s  work,  used i n  a 
m odes t  way, has  p r o v id e d  a d d i t i o n a l  i n s i g h t s  i n t o  a c c o u n t in g  as  a 
d i s c i p l i n a r y  p o w e r  and a s  a c o n s t i t u t i v e  a c t i v i t y .  The t h r e e
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a c c o u n t i n g  s t u d i e s  r e v i e w e d  ( B u r c h e l l  e t  a l , ,  1985;  H o s k i n  and 
M acve ,  1986;  L o f t ,  1 9 86 ) ,  h a v e  p l a c e d  a c c o u n t i n g  i n  t h e  b r o a d  
c o n t e x t  o f  s o c i a l ,  c u l t u r a l  and p o l i t i c a l  h i s t o r y ,  and have shown 
t h a t  a c c o u n t i n g  i s  an i n t e r e s t e d  a c t i v i t y .
Other  co n c ep tu a l  l e n s e s  used i n  t h i s  new h i s t o r i c a l  r e s e a r c h  
h a v e  b e e n  p r o v i d e d  by M a r x i s t  a n a l y s i s ,  by H a b e r m a s ,  and by 
s o c i o l o g i c a l  p e r s p e c t i v e s  s u c h  a s  t h a t  o f  G i d d e n s  and  Weber .  
M a r x i s t  a n a l y s i s  has  been a t  t h e  h e a r t  o f  Armst rong’s  h i s t o r i c a l  
work.  His a n a l y s i s  h a s  t ende d  t o  fo cu s  on a c c o u n t i n g  b e in g  used 
i n  t h e  s e r v i c e  o f  c a p i t a l  i n  o r d e r  t o  e x t r a c t  s u r p l u s  v a l u e  and  
c o n t r o l  t h e  l a b o u r  p r o c e s s .  The s t r e n g t h  o f  M a r x i s t  a n a l y s i s  i s  
i n  t h e  r e a f f i r m i n g  o f  t h e  f a c t  t h a t  h i s t o r y  i s  a n e c e s s a r y  method 
f o r  any  u n d e r s t a n d i n g  o f  o n e ’s  own w o r l d  -  human s o c i e t i e s  a r e  
e m b e d d e d  i n  t h e i r  own p a s t .  H ow e ver ,  i t s  w e a k n e s s  i s  i n  
r e g a r d i n g  t h e  p r o c e s s e s  and  r e l a t i o n s h i p s  o f  p r o d u c t i o n  a s  t h e  
e s s e n t i a l  and  d e f i n i n g  p r o c e s s e s  and  r e l a t i o n s h i p s ,  i n  t h e  
c r e a t i o n  o f  human s o c i e t i e s  (Abrams, 1982, p. 35).
A r m s t r o n g ’s  h i s t o r i c a l  a p p r o a c h  h a s  t i e d  a c c o u n t i n g ’s 
d ev e lo p m en t  i n t o  t h e  economic r e l a t i o n s  o f  t h e  c a p i t a l i s t  sys tem. 
H i s  a n a l y s i s  h a s  shown how a c c o u n t i n g  and  f i n a n c i a l  c o n t r o l s  
p r e d o m i n a t e  i n  B r i t i s h  c a p i t a l i s m .  I t  ha s  p a r t i c u l a r l y  shown t h e  
i n t e r e s t e d  n a t u r e  o f  a c c o u n t i n g .  A c c o u n t i n g  i s  show n  a s  a 
p o w e r f u l  means f o r  p o s i t i v e l y  e n a b l i n g  t h e  governance and c o n t r o l  
o f  o r g a n i s a t i o n s  a lo n g  c e r t a i n  economic l i n e s .  Also,  t h e  " la bou r  
p r o c e s s  i n  t h e  o r g a n i s a t i o n  h a s  b e e n  e x p o s e d ,  o r d e r e d  and  
p h y s i c a l l y  and s o c i a l l y  d i s t r i b u t e d "  (Hopwood, f o r th c o m in g ) .  The 
i n t e r e s t e d  n a t u r e  o f  a c c o u n t i n g  and  t h e  f a c t  t h a t  a c c o u n t a n t s  
p a r t i c i p a t e  i n  s o c i a l  c o n f l i c t  and do no t  j u s t  r e c o r d  t h e  " f a c t s "  
i n  a d i s i n t e r e s t e d  f a s h i o n  c a n  a l s o  be s e e n  i n  t h e  M a r x i s t  
i n fo rm e d  work o f  T inke r  e t  a l .  ( 1 9 8 2 ) .
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M a r x i s t  in fo rm ed  h i s t o r y  h a s  t h e  p r im a r y  aim o f  showing  how 
a c c o u n t i n g  p r o j e c t s  and r e i n f o r c e s  t h e  s o c i a l  p o s i t i o n  and 
p o l i t i c a l  i n t e r e s t s  i n  t h e  c a p i t a l i s t i c  mode o f  p r o d u c t i o n .  
J o h n s o n  s t a t e s  " t h a t  M a r x i s t  h i s t o r y  o f t e n  p r o v i d e s . , . . s e a r c h i n g  
a n a l y s e s  o f  p r e v i o u s l y  u n t a p p e d  p r i m a r y  s o u r c e s ;  and  i t  a l s o  
s h a r p e n s . . . . a w a r e n e s s  o f  t h e  s o c i a l  i m p l i c a t i o n  o f  a c c o u n t i n g  
d e f i n i t i o n s .  In  t h e i r  th o u g h t  p r o v o k in g  i n v e s t i g a t i o n s ,  though,  
M a r x i s t s  seem u n n e c e s s a r i l y  r i g i d "  ( fo r th c o m in g ) .  Although t h e  
r i g i d i t y  o f  t h e i r  e c o n o m i c  d e t e r m i n i s m  i s  a  p r o b l e m ,  Abrams 
s u g g e s t s  a n  e v e n  g r e a t e r  p r o b l e m :  "The p r o b l e m  i s  n o t  t h a t  i t
t o o  c r u d e l y  e x p l a i n s  a l l  h i s t o r i c a l  e v e n t s  and  d e v e l o p m e n t s  i n  
t e r m s  o f  t h e  r e l a t i o n s  o f  p r o d u c t i o n ,  o w n e r s h i p  and  c l a s s ,  b u t  
t h a t  i t  makes such gene rous  p r o v i s i o n  f o r  t h e  m e d i a t i o n  o f  t h o s e  
i n f l u e n c e s  by p o l i t i c a l ,  c u l t u r a l  and  i d e o l o g i c a l  f a c t o r s  t h a t  
t h e  c a u s a l  c o n n e c t i o n s  b e t w e e n  e c o n o m i c  r e l a t i o n s h i p s  and  
h i s t o r i c a l  change become e x t r e m e l y  d i f f i c u l t  t o  t r a c e "  (1982,  p.
49) .
Account ing change i n  M a r x i s t  a n a l y s i s  depends  h e a v i l y  on t h e  
h i s t o r i c a l  i m p o r t a n c e  o f  i d e o l o g i c a l  i n f l u e n c e s  t h a t  a r e  
a t t r i b u t e d  t o  a c c o u n t i n g .  C o n s e q u e n t ly ,  o t h e r  p o s s i b l e  r e a s o n s  
f o r  a c c o u n t i n g  change can be swamped i n  a  s e a  o f  M a r x i s t  dogma. 
I n  a  s e n s e ,  t o o  much can  be a t t r i b u t e d  t o  a c c o u n t i n g  i n  s u c h  
a n a l y s e s .  " A c c o u n t i n g  i s  s t i l l  s e e n  a s  h a v i n g  a n  e s s e n c e ,  a 
m i s s i o n  which m o b i l i s e s  i t s  deve lopm ent .  I t  s t i l l  i s  conceived  
o f  a s  b e i n g  a d v a n c e d  i n  t h e  name o f  a n  a b s t r a c t  p o t e n t i a l .  
A c c o u n t i n g ,  t h e r e f o r e ,  i s  s t i l l  a r e v e l a t o r y  e n d e a v o r ,  m a k i n g  
r e a l ,  by t h e  a c t i v e  c o n s t r u c t i o n  o f  t h e  o r g a n i s a t i o n  as  we know 
i t ,  i n t e r e s t s  w h i c h  a r e  i n d e p e n d e n t  o f  b o t h  a c c o u n t i n g  and  t h e  
o r g a n i s a t i o n a l  r e p r e s e n t a t i o n  o f  t h e m .  And, l i k e  t h e  m ore
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c o n v e n t i o n a l  p r e s u m p t io n s  o f  a c c o u n t i n g  i n  m o t i o n ,  i t  i s  s t i l l  
s e e n  as  an endeavor  t h a t  i s  a d e q u a te  t o  t h e  a b s t r a c t  ends i n  t h e  
name o f  which i t  i s  advanced.  Account ing  i s  bo th  p u r p o s e f u l  and 
p u r p o s i v e "  (Hopwood,  f o r t h c o m i n g ) .  The M a r x i s t  p e r s p e c t i v e  on 
a c c o u n t i n g  h i s t o r y  do e s  o f f e r  a n  a l t e r n a t i v e  a n a l y s i s  and  
r e a f f i r m s  t h e  need f o r  h i s t o r i c a l  a n a l y s i s ,  bu t  i t  does have th e  
t e n d e n c y  o f  v iew ing  a c c o u n t in g  p e r  s e ,  u n c r i t i c a l l y .
The p o s t - M a r x i s t  tho u g h t  o f  c r i t i c a l  t h e o r y ,  and one o f  i t s  
m a i n  p r o p o n e n t s ,  H a b e r m a s ,  h a s  a l s o  b e e n  u s e d  a s  a s e t  o f  
c o n c e p t u a l  l e n s e s ,  t o  a n a l y s e  t h e  e m e r g e n c e  o f  a c c o u n t i n g  ( s e e  
L a u g h l in ,  1985; Puxty,  1985; Neimark and T inke r ,  1985). L a u g h l in  
s t a t e s  t h a t  t h e  " p r i m a r y  c o n c e r n  o f  a l l  c r i t i c a l  t h e o r i s t s . . . . i s  
w i t h  an  h i s t o r i c a l l y  grounded s o c i a l  t h e o r y  o f  t h e  way s o c i e t i e s ,  
and t h e  i n s t i t u t i o n s  which make them up, have emerged and can be 
u n d e r s to o d "  (1985, p. 5). The concern  o f  c r i t i c a l  t h e o r y ,  i n  i t s  
i n t e g r a t i o n  w i t h  a c c o u n t i n g ,  i s  t o  s i t u a t e  a c c o u n t i n g  i n  i t s  
c o n t e x t  a nd  i n  d o i n g  so g i v e  due  c o n s i d e r a t i o n  t o  a s p e c t s  o f  
hum an  a g e n c y  ( L a u g h l i n ,  1985 ,  p. 7 ) .  As a  m e t h o d o l o g y  o f  
a c c o u n t i n g  r e s e a r c h ,  i t  h a s  b e e n  c r i t i q u e d  by P ow er  ( 1 9 8 5 ) ;  
h o w e v e r ,  P u x t y  (1985)  h a s  u s e d  H a b e r m a s ’s  w o rk  t o  d e s c r i b e  t h e  
way t h e  a c c o u n t i n g  p r o f e s s i o n  h a s  d e v e l o p e d .  P u x t y ’s  u se  o f  
H a b e r m a s  a g a i n  o f f e r s  an  i n t e r e s t i n g  a l t e r n a t i v e  p e r s p e c t i v e ,  
t h o u g h  t h e  b r o a d  sw eep  o f  d e v e l o p m e n t  d e s c r i b e d  can  t e n d  t o  
u n d e r p l a y  i m p o r t a n t  d e t a i l .  F o r  e x a m p l e ,  d i v i s i o n s  w h i c h  he 
n o t e s  i n  t h e  a c c o u n t in g  p r o f e s s i o n  a r e  o v e r l y  s i m p l i s t i c  and t h e  
c o n t r a d i c t i o n s  i n  t h e  p r o f e s s i o n  a r e  j u s t  seen  as  i n t e r n a l  t o  i t  
r a t h e r  t h a n  e x p l o r i n g  o t h e r  p o s s i b l e  t e n s i o n s ,  s u c h  a s  t h e  
c a p i t a l i s t i c  t e n d e n c i e s  o f  t h e  p r o f e s s i o n  i t s e l f  ( s e e  Neimark,  
1 9 85 ) .  The v i e w  o f  h i s t o r y  i m p l i e d  i n  H a b e r m a s ’s w o rk  i s  an  
e v o l u t i o n a r y  one; however ,  t h e r e  i s  no t  t h e  dogm at ic  c e r t i t u d e  i n
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t h e  t r u e  c o u r s e  o f  h i s t o r y  a s  i n  M a r x i s m ,  a s  m o re  p l a y  i s  g i v e n  
t o  t h e  r o l e  o f  human agency (Giddens,  1985, p. 138).
Other  a l t e r n a t i v e  p e r s p e c t i v e s  have been i n t e g r a t e d  i n t o  t h e  
a c c o u n t i n g  l i t e r a t u r e  e xam in ing  a c c o u n t i n g  change such a s  Giddens 
( R o b e r t s  and  S c a p e n s ,  1985)  and  Weber  ( B u r c h e l l  e t  a l . , 1980;  
Macdonald,  1984). The i n t e r e s t i n g  a s p e c t  t o  a l l  t h e s e  c r i t i c a l  
h i s t o r i e s  r e v i e w e d  i s  t h e  a l t e r n a t i v e  p e r s p e c t i v e s  t h e y  h a v e  
g i v e n  o n  t h e  e m e r g e n c e  a n d  r o l e  o f  a c c o u n t i n g  w i t h  i t s  
o r g a n i s a t i o n a l  and s o c i a l  c o n te x t .  They have a l s o  em pha s i se d  t h e  
h i s t o r i c a l  con t in g e n cy  o f  a c c o u n t in g .  Most o f  t h e  h i s t o r i e s  have 
s o u g h t  t o  g e t  away f rom  p r o j e c t i n g  a c c o u n t i n g  a s  h a v i n g  an  
e v o l u t i o n a r y  d e v e l o p m e n t  i n  a p o s i t i v i s t i c  s e n s e ;  r a t h e r  t h e y  
h a v e  t r i e d  t o  e x a m i n e  a c c o u n t i n g  c h a n g e  i n  i t s  h i s t o r i c a l  
g i v e n n e s s .  T h i s  h a s  m e a n t  t a k i n g  a p r o b l e m a t i c  v i e w  o f  
a c c o u n t i n g  i t s e l f .  Account ing h a s  been shown t o  be an i n t e r e s t e d  
a c t i v i t y  and one which no t  on ly  r e f l e c t s  bu t  can a c t i v e l y  shape  
t h e  c o n t e x t s  i n  which i t  o p e r a t e s .
These h i s t o r i e s  have shown t h a t  a c c o u n t in g  deve lopmen t  has  
n o t  been  uni  d im e n s io n a l  and a s i m p l e  movement f rom one s t a g e  t o  
t h e  ne x t  s t a g e  bu t  r a t h e r  a c c o u n t i n g ’s emergence and deve lopm ent  
h a s  seemed more l i k e  a l u r c h i n g  p r o c e s s  where a c c o u n t i n g  change 
h a s  i n t e n d e d  as  w e l l  as  un in te nde d  consequences  "which bo th  l i m i t  
and open up a l t e r n a t i v e  p o s s i b i l i t i e s  f o r  f u r t h e r  change,  l e a d i n g  
t o w a r d  no p r e d e t e r m i n e d  end"  ( S k o c p o l ,  1984 ,  p. 2 ) .  The d a n g e r  
w i t h  u s i n g  any  t h e o r e t i c a l  i n s i g h t s  i s  t o  u se  t h e o r y  i n  a 
d e t e r m i n i s t i c  way w i t h  t h e  r e s u l t  t h a t  t h e  h i s t o r i c a l  accoun t  i s  
t o t a l i s i n g  and r e d u c t i o n i s t i c .  This  danger  p a r t i c u l a r l y  l u r k s  i n  
c r i t i c a l  h i s t o r i e s  where on ly  c e r t a i n  ’f a c t s ’ a r e  seen by c e r t a i n  
c o n c e p t u a l  l e n s e s .  H ow e ver ,  t h e  a l t e r n a t i v e  p e r s p e c t i v e s  a r e
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i n s t r u c t i v e  on h i s t o r i c a l  m e th o d  and t h e  c o n c e p t u a l  t h e m e s  o f  
a n a l y s i s  which they  have p ro v id e d  can in fo r m  the  h i s t o r i c a l  s t u d y  
o f  a c c o u n t i n g  -  f o r  e x a m p l e ,  F o u c a u l t ’ s t h e m e  o f  s u r v e i l l a n c e ,  
W e b e r ’ s t h e m e  o f  r a t i o n a l i s a t i o n ,  ^ 9 M a r x i s t  t h o u g h t  on t h e  
l a b o u r  p r o c e s s  and Habermas’s theme o f  c r i s i s  t e n d e n c i e s .
Conven t iona l  a c c o u n t in g  h i s t o r i e s  have t ended  t o  be in fo r m e d  
by  t h e  e c o n o m i c  a n d  t e c h n i c a l  d i m e n s i o n s  o f  a c c o u n t i n g  
d e v e l o p m e n t .  C r i t i c a l  t h e o r i e s  h a v e  b r o a d e n e d  t h e  a g e n d a  f o r  
a c c o u n t i n g  h i s t o r y  and have e n r i c h e d ,  deepened ,  and p r o v id e d  many 
a d d i t i o n a l  i n s i g h t s  t o  t h e  e m e r g e n c e  and  d e v e l o p m e n t  o f  
a c c o u n t i n g .  T h i s  h a s  b e e n  a c h i e v e d  by g r o u n d i n g  a c c o u n t i n g  i n  
t h e  c o n t e x t s  i n  which i t  o p e r a t e s ;  by no t  p r a c t i c i n g  t e l e o l o g i c a l  
h i s t o r y ;  and h a v i n g  a s c e p t i c a l ,  q u e s t i o n i n g  a t t i t u d e  t o  
a c c o u n t i n g .
The h i s t o r i c a l  m e t h o d  u s e d  i n  t h i s  t h e s i s  w i l l  now be 
o u t l i n e d .  Th is  w i l l  be done by b r i n g i n g  t o  b e a r  t h e  i n s i g h t s  o f  
c o n v e n t i o n a l  and c r i t i c a l  h i s t o r i e s  w i t h  t h e  aim o f  p r o v i d i n g  a 
s a t i s f y i n g  a c coun t  o f  t h e  s o c i a l  c o n s t r u c t i o n  and f u n c t i o n i n g  o f  
s p e c i f i c  a c c o u n t i n g  s y s t e m s  i n  two s p e c i f i c  o r g a n i s a t i o n s  from 




1. I n  1984 the  name o f  t h e  S o c i a l  S c i e n c e  Research  Counci l  was 
changed t o  t h e  Economic and S o c i a l  Research Counc i l .
2 .  Hopwood ( 1985) e n t i t l e s  h i s  a r t i c l e ,  "The Ta le  o f  a Committee 
That  Never Repor te d :  D isag reemen ts  On I n t e r t w i n i n g  Account ­
i n g  With t h e  S o c i a l . "  He r e c o r d s  how t h e  commit tee  had 
s e v e r a l  b a s i c  d i s a g r e e m e n ts  on t h e  n a t u r e  o f  a c c o u n t i n g
and how a c c o u n t in g  impinged on t h e  p o l i t i c a l  and t h e  
s o c i a l ,  t o  t h e  e x t e n t  t h a t  t h e y  cou ld  n o t  d r a f t  an a g re e d  
f i n a l  r e p o r t  t o  t h e  S o c i a l  S c i e n c e  Research  Counc i l .
3 . Th i s  view o f  a c c o u n t in g  change i s  p r i m a r i l y  one o f  a d a p t a t i o n  
and p r o g r e s s .
4 .  P a r k e r  (1977,  p .  6) n o t e s  t h e  c lo s e  l i n k s  between com para t ive  
a c c o u n t i n g  and a c c o u n t in g  h i s t o r y .
5.  Choi and M u e l l e r  (1984)  and Nobes (1984)  r ev i e w  some o f  t h i s  
work.
6 .  See Farmer and Richman (1974 ) .
7 . See H r e b in i a k  and Joyce (1985)  f o r  an i n t e r e s t i n g  d i s c u s s i o n  
o f  t h e  o r g a n i s a t i o n - e n v i r o n m e n t  dua l i sm  i n  t h e  o r g a n i s a t i o n a l  
b e h a v io u r  l i t e r a t u r e .
8 . R o b e r t s  and Scapens s t a t e :  " I t  i s  p o s s i b l e  t o  p o i n t  t o  a l l  
k i n d s  o f  p r a c t i c a l  i n t e r e s t s  which might  l e a d  i n d i v i d u a l s  
and groups  t o  c l i n g  t o  and encourage  such a  r e i f i e d  view 
o f  a c c o u n t i n g  i n f o r m a t i o n .  Academic and p r o f e s s i o n a l  
a c c o u n t a n t s  may have an i n t e r e s t  i n  m y s t i f y i n g  t h e i r  
a c t i v i t y  and p r e s e n t i n g  th em se lve s  as  e x p e r t s  i n  t h e  
p r o d u c t i o n  o f  a u t h o r i t a t i v e  acco u n t s  o f  e v e n t s  (Armst rong ,  
1984; T inke r  e t  a l . , 1982) .  For s e n i o r  m anagers ,  en­
c o u ra g i n g  a b e l i e f  i n  t h e  o b j e c t i v i t y  o f  i n f o r m a t i o n
may s e r v e  t o  f o r e c l o s e  any n e g o t i a t i o n  e i t h e r  w i th  
s u b o r d i n a t e s  o r  s h a r e h o l d e r s  ove r  t h e  meaning or  
a c c u r a c y  o f  t h e  Accounts .  I n  g e n e r a l ,  t h e r e  i s  p e rh a p s  
a  s e n se  o f  s e c u r i t y ,  a l b e i t  a f a l s e  one, t o  be had 
from i g n o r i n g  t h e  human o r i g i n s  o f  knowledge. Never­
t h e l e s s ,  we b e l i e v e  t h e r e  a r e  c o n s i d e r a b l e  dange rs  i n  
m a i n t a i n i n g  such a r e i f i e d  v iew ,  f o r  i t  i n v o lv e s  con­
f u s i n g  t h e  image o r  p i c t u r e  c r e a t e d  by a c c o u n t in g  w i th  
t h e  r e a l i t y  o f  o r g a n i s a t i o n  l i f e "  (1985,  p. 453) .
9 .  Hoskin and Macve (1986) a l s o  draw on th e  d e c o n s t r u c t i o n i s t  
views  o f  D e r r id a  (1976) .
10.  See Hoskin (1982) .
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11. Compare t h e  h i s t o r y  o f  q u a n t i f i c a t i o n .  See ,  f o r  example,  t h e  
h i s t o r y  o f  IQ ( S u t h e r l a n d ,  1984) .
12. See Hoskin and Macve (1986a) f o r  a more d e t a i l e d  accoun t  o f  
t h i s  l i n k .
13 . Armstrong (1985,  1985a) p o i n t s  ou t  t h a t  t h e  prominence of  
a c c o u n t a n t s  and a c c o u n t in g  i s  no t  s im ply  an i n e v i t a b l e  
consequence  o f  advanced c a p i t a l i s m ,  be cause  o f  t h e  n o t a b l e  
a b s e n s e  o f  a c c o u n t a n t s  and a c c o u n t i n g  i n  s e n i o r  p o s i t i o n s  
i n  such c o u n t r i e s  such as  Germany and Japan .
14. Merino (1984) has  f u r t h e r  examined th e  1933 and 1934 
S e c u r i t i e s  L e g i s l a t i o n  i n  t h e  Uni ted  S t a t e s .  She s u g g e s t s  
t h a t  t h e  d i s c l o s u r e  r e g u l a t i o n s  c o n ta i n e d  i n  t h o s e  Acts  
were f o r  symbolic  r e a s o n s  ( i . e .  Government had t o  be
s e e n  t o  be do ing  someth ing  abou t  t h e  problems i n  the  
s t o c k  m arke t )  r a t h e r  t han  economic r e a s o n s  ( e . g .  Posne r  
( 1 9 7 4 ) ) .
15. For an a l t e r n a t i v e  v i e w p o in t  on t h e  a p p l i c a b i l i t y  o f  Fou­
c a u l t  i n  t h i s  c o n t e x t ,  s e e  Armstrong (1985b) .
16.  For o t h e r  examples  o f  a l t e r n a t i v e  h i s t o r i c a l  c a se  s t u d i e s  
s e e  L a u g h l in ,  1985; Neimark and T in k e r ,  1985a; Newman, 1984; 
Thompson, 1985; T in k e r ,  1985.
17 . See comments by G o l d s t e i n  (1984) and P h i lp  (1985) on t h e  
d a n g e r  o f  t a k i n g  from F o u c a u l t ' s  work a p a r t i c u l a r  r e s e a r c h  
methodology o r  t h e o r e t i c a l  schema. Also s e e  S t r u e v e r ' s  
comments (1985,  p.  254) and Minson*s (1985,  pp.  16-17) .
18.  D i s c o u r s e  " i s  s imply  l anguage  p r a c t i c e d .  When F o u c a u l t  uses  
t h e  term i t  i s  unders tood  t o  have i t s  own r u l e s  o f  o p e r a t i o n  
and ,  e m p i r i c a l l y ,  t o  have  i t s  own forms.  However, a s  a more 
i n c l u s i v e  i n s t a n c e  o f  l anguage  use i t s  a n a l y s i s  i s  l i m i t e d  
n e i t h e r  t o  t h e  customary  e le m en ts  o f  l i n g u i s t i c s  ( s e m a n t i c s ,  
and grammar) no r  t o  l i n g u i s t i c * s  b a s i c  u n i t s  ( t h e  s e n t e n c e ,  
t h e  p r e p o s i t i o n ,  or  t h e  speech  a c t ) .  D i s c o u r s e ,  t h e r e f o r e ,  
i s  s u s c e p t i b l e  t o  a n a l y s i s  i n  r e l a t i o n  t o  o t h e r  a s p e c t s  o f  
s o c i a l  l i f e :  p o l i t i c s ,  c u l t u r e ,  economics ,  s o c i a l  i n s t i t u ­
t i o n s "  (Lemert  and G i l l a n ,  1982, pp.  129-130) .
19 . H i r s t ' s  ( 1985) v i e w s ,  however ,  s hou ld  be c o n t r a s t e d  w i th  
P o s t e r  ( 1 984 ) .
2 0 .  Some a u t h o r s  have s u g g e s t e d  t h a t  F o u c a u l t ' s  theme o f  s u r ­
v e i l l a n c e  and W eber 's  theme o f  r a t i o n a l i s a t i o n  a r e  s i m i l a r .  
See O 'N e i l l  ( 1 9 8 5 ) ,  Smart ( 1 9 8 5 ) ,  and T u r n e r ( 1985) .
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CHAPTER FIVE 
RESEARCH STRATEGY AND HISTORICAL METHOD
A. INTRODUCTION
The o b j e c t i v e  o f  t h i s  r e s e a r c h  i s  t o  p r e s e n t  a  h i s t o r i c a l  
s t u d y  o f  a c c o u n t i n g  i n  t h e  o r g a n i s a t i o n a l  and s o c i a l  c o n t e x t s  i n  
which  i t  o p e r a t e s .  This  app roach  t a k e s  t h e  view t h a t  i n  o r d e r  t o  
u n d e r s t a n d  a c c o u n t in g ,  i t  i s  n e c e s s a r y  t o  examine t h e  c o n t e x t s  i n  
which i t  i s  produced and i n  which i t  r e c e i v e s  and t r a n s m i t s  i t s  
meaning.  I m p l i e d  by such an app roach  i s  t h e  s tu d y  o f  a c c o u n t i n g  
a s  i t  was p r a c t i c e d  h i s t o r i c a l l y .  I t  i s  h o p e d  t h a t  t a k i n g  a 
b r o a d e r  p e r s p e c t i v e  w i l l  e n s u r e  t h a t  t h e  h i s t o r i c a l  a c c o u n t  i s  
n o t  a  c h r o n o l o g i c a l  d e s c r i p t i o n  o f  t e c h n i c a l  change p e r  se ,  bu t  
r a t h e r  t h e  p r o c e s s e s  o f  a c c o u n t i n g  c h a n g e  a nd  t h e  c o n t e x t u a l  
m e a n i n g s  w h i c h  b r i n g  a c c o u n t i n g  i n t o  e x i s t e n c e  and g i v e  i t  
s i g n i f i c a n c e  w i l l  be exp lo red .
I n  c a r r y i n g  o u t  t h e  s tu d y  no p r e - g i v e n  r o l e  o r  i m p e r a t i v e  i s  
a t t r i b u t e d  t o  t h e  a c c o u n t in g  endeavor .  Account ing  i s  c o n s id e r e d  
t o  h a v e  no p r e - d e t e r m i n e d  d e s t i n y  ( L i t t l e t o n ,  1933,  p. 3 61 ) ,  
r a t h e r  t h e  h i s t o r i c a l  emergence o f  a c c o u n t in g  i s  c o n s id e r e d  t o  be 
a  m ore  c o n t i n g e n t ,  l u r c h i n g  p r o c e s s  i n  w h i c h  a c c o u n t i n g  b o t h  
r e f l e c t s  and shapes  i t s  c o n te x t .
As can be s e e n  from the  p r e v i o u s  c h a p t e r s ,  p r i o r  r e s e a r c h  i n  
a c c o u n t i n g  h i s t o r y  h a s  c o n t a i n e d  v a r i o u s  s t r a t e g i e s  a n d  
h i s t o r i c a l  m e t h o d s .  Some h a v e  e x a m i n e d  j u s t  e x t e r n a l  company 
r e c o r d s ,  o t h e r s  bo th  e x t e r n a l  and i n t e r n a l ,  o t h e r s  j u s t  t e x t b o o k s  
o r  a c c o u n t i n g  i n s t i t u t i o n s ,  and  o t h e r s  h a v e  done  b i o g r a p h i c a l
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w o r k .  1 P r i o r  r e s e a r c h  h a s  a l s o  t a k e n ,  w h e t h e r  i m p l i c i t l y  o r  
e x p l i c i t l y ,  d i f f e r i n g  v i e w s  o f  h i s t o r y .  Some h a v e  be e n  
a n t i q u a r i a n  i n  t h e i r  i n t e n t ;  o t h e r s  have adop ted an a d a p t a t i o n ,  
p r o g r e s s i v e  view o f  h i s t o r y ;  and o t h e r s  have sough t  t o  a t t r i b u t e  
no p r e - d e t e r m i n e d  p a th  o f  d e v e l o p m e n t  t o  a c c o u n t i n g  h i s t o r y  a t  
a l l .
P r i o r  r e s e a r c h  has adopted  d i f f e r i n g  a t t i t u d e s  t o  a c c o u n t in g  
i t s e l f .  Some h a v e  a c c e p t e d  i t  a s  a g i v e n  and  a n a l y s e d  i t s  
h i s t o r i c a l  d e v e l o p m e n t  i n  a d u a l i s t i c ,  f u n c t i o n a l i s t  f a s h i o n .  
O t h e r s  h a v e  a p p r o a c h e d  a c c o u n t i n g  i n  a m ore  s c e p t i c a l  m a n n e r ,  
q u e s t i o n i n g  a c c o u n t in g  i t s e l f ,  so  t h a t  t h e i r  h i s t o r i c a l  a c co u n t s  
o f  a c c o u n t in g  a r e  more t e n t a t i v e  a b o u t  a c c o u n t i n g ' s  r o l e  i n  t h e  
o r g a n i s a t i o n  and w id e r  s o c i e t y .
The aim o f  t h i s  c h a p t e r  i s  t o  e x p l o r e  some o f  t h e  t e n s i o n s  
i n v o l v e d  i n  d o i n g  h i s t o r i c a l  w o rk  and t o  s p e c i f i c a l l y  e x a m i n e  
some o f  t h e  r e c e n t  t h e o r e t i c a l  advances  i n  h i s t o r i o g r a p h y .  The 
c h a p t e r  w i l l  show t h a t  by t a k i n g  d i f f e r e n t  t h e o r e t i c a l  and  
m e t h o d o l o g i c a l  p e r s p e c t i v e s  i n  d o i n g  a c c o u n t i n g  h i s t o r y ,  
t r a d i t i o n a l  h i s t o r y  can  be e n r i c h e d  and  o u r  u n d e r s t a n d i n g  o f  
a c c o u n t i n g ' s  h i s t o r i c a l  d e v e l o p m e n t  can  be b r o a d e n e d .  T h i s  
c h a p t e r  w i l l  f i r s t ,  e x a m i n e  t h e  t a s k  o f  a c c o u n t i n g  h i s t o r y  a s  
d i s c u s s e d  i n  t h e  l i t e r a t u r e ;  s e c o n d l y ,  i s s u e s  i n v o l v e d  w i t h  
h i s t o r i c a l  method and t h e o r e t i c a l  concern w i l l  be examined;  and 
l a s t l y ,  r e s e a r c h  methods used i n  t h e  t h e s i s  w i l l  be e x p l i c a t e d .
B. THE TASK OF ACCOONTING HISTORY
P a r k e r  (1981) has  summari sed one of  the  f i r s t  d e b a te s  on t h e  
t a s k  o f  a o o o u n t l n g  h i s t o r y .  2 m  1 970  t h e  C o m m i t t e e  on  
A c c o u n t i n g  H i s t o r y  of t h e  A m e r ic an  Account ing  A s s o c i a t i o n  (AAA)
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d e s c r i b e d  t h e  t a s k  o f  a c c o u n t i n g  h i s t o r y  i n  e v o l u t i o n a r y ,  
f u n c t i o n a l i s t  t e rm s .  They s t a t e d ;
" A c c o u n t i n g  h i s t o r y  i s  t h e  s t u d y  o f  t h e  
e v o l u t i o n  i n  a c c o u n t i n g  t h o u g h t ,  p r a c t i c e s ,  
and i n s t i t u t i o n s  i n  r e s p o n s e  t o  changes i n  t h e  
e n v i r o n m e n t  and s o c i e t a l  n e e d s .  I t  a l s o  
c o n s i d e r s  t h e  e f f e c t  t h a t  t h i s  e v o l u t i o n  h a s  
worked on th e  env ironm ent .
The e n d s  o f  a c c o u n t i n g  h i s t o r y  a r e  b o t h  
i n t e l l e c t u a l  and  u t i l i t a r i a n ;  I n t e l l e c t u a l ,  
f o r  i t  i l l u m i n a t e s  t h e  p r o c e s s  by w h ic h  
a c c o u n t i n g  t h o u g h t ,  p r a c t i c e s ,  a n d  
i n s t i t u t i o n s  deve lop ,  i d e n t i f y i n g  th e  f a c t o r s  
i n  t h e  e n v i r o n m e n t  t h a t  i n d u c e  c h a n g e  and  
r e v e a l i n g  how t h i s  change a c t u a l l y  oc c u rs .  I t  
a l s o  s e e k s  t o  d e t e r m i n e  t h e  e f f e c t  on  t h e  
env i ronm en t  o f  changes i n  a c c o u n t in g  th o u g h t ,  
p r a c t i c e s ,  and i n s t i t u t i o n s .  F i n a l l y ,  i t  
c o n t r i b u t e s  t o  a b e t t e r  u n d e r s t a n d i n g  o f  
economic and b u s i n e s s  h i s t o r y .
U t i l i t a r i a n ,  f o r  h i s t o r y  t h r o w s  l i g h t  on 
t h e  o r i g i n s  o f  c o n c e p t s ,  p r a c t i c e s ,  a n d  
i n s t i t u t i o n s  i n  use  t o d a y ,  y i e l d i n g  i n s i g h t  
f o r  t h e  s o l u t i o n  o f  m o d e r n  a c c o u n t i n g  
prob lems.  Given an u n d e r s t a n d in g  o f  t h e  p a s t  
i n t e r a c t i o n  o f  t h e  e n v i r o n m e n t  and changes i n  
a c c o u n t in g  p r a c t i c e s  and i n s t i t u t i o n s ,  i t  may 
b e c o m e  s o m e w h a t  e a s i e r  t o  p r e d i c t  t h e  
c o n s e q u e n c e s  o f  c u r r e n t l y  p roposed s o l u t i o n s  
(1 9 7 0 ,  p. 52) .
Th is  s t a t e m e n t  on a c c o u n t in g  h i s t o r y  has  been responded t o  
by Goldberg (1974) and L i s t e r  (1984).  L i s t e r  s u g g e s t s  t h a t  bo th  
from an i n t e l l e c t u a l  and u t i l i t a r i a n  p e r s p e c t i v e  t h a t  a c c o u n t in g  
h i s t o r y  h a s  n o t  l i v e d  up t o  t h e  t a s k  s e t  f o r  i t  by t h e  AAA 
Committee .  L i s t e r  c o r r e c t l y  n o t e s  t h a t  the  AAA r e p o r t  p r o v id e s  
" l i t t l e  m e t h o d o l o g i c a l  g u i d a n c e .  A l t h o u g h  t h e  c o m m i t t e e  was 
charged  t o  p ropose  o b j e c t i v e s  f o r  r e s e a r c h  i n  a c c o u n t in g  h i s t o r y ,  
i t s  r e p o r t  e f f e c t i v e l y  c o m p r i se s  a l i s t  o f  t o p i c s ,  w i t h  v i r t u a l l y  
no e p i s t e m i c a l  a n a l y s i s  o f  a c c o u n t i n g  h i s t o r y  a s  a f i e l d "  
( L i s t e r ,  1984,  p. 54) .  As m e n t i o n e d  i n  C h a p t e r  Two, L i s t e r ’ s 
c r i t i q u e  o f  a c c o u n t i n g  h i s t o r y  i s  b a s e d  on t h e  AAA c o m m i t t e e ' s  
s t a t e m e n t  and invokes  Whiggish v i ew s  of history and posits a pre-
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g iv e n  i m p e r a t i v e  f o r  a c c o u n t in g ’s deve lopmen t  -  t h a t  a c c o u n t i n g ’s 
r o l e  i s  t o  p ro v id e  i n f o r m a t i o n  f o r  making r a t i o n a l  d e c i s i o n s .
The AAA c o m m i t t ee ’s s t a t e m e n t  on a c c o u n t i n g ’s d e v e l o p m e n t  
d o e s  seem t o  i m p l y  t h a t  t h e  d e v e l o p m e n t  o f  a c c o u n t i n g  i s  a 
u n i d im e n s i o n a l  one which p r o v i d e s  a l i n e a r  back up i n t o  t i m e  and 
a  l i n e a r  p r o g r e s s i o n  i n t o  t h e  f u t u r e .  G o l d b e r g  (1974)  i s  
s c e p t i c a l  o f  s u c h  a v i e w .  He s u g g e s t s  t h a t  t h e  AAA c o m m i t t e e ’s 
vi ew t h a t  t h e  s tudy  o f  a c c o u n t in g  h i s t o r y  w i l l  h e lp  " p r e d i c t  t h e  
c o n s e q u e n c e s  o f  c u r r e n t l y  p r o p o s e d  s o l u t i o n s "  i m p l i e s  a 
" b a s i c a l l y  m e c h a n i s t i c  view o f  t h e  u n iv e r s e  and a l l  t h a t  happens 
i n  i t . . . .A  m e c h a n i s t i c  v iew i s  a p p r o p r i a t e  t o  m ec h a n ic a l  s y s te m s ,  
o f  c o u r s e ,  bu t  no t  t o  e v e r y t h i n g  i n  t h e  u n i v e r s e ,  and, I  s u g g e s t ,  
c e r t a i n l y  no t  t o  much t h a t  r e l a t e s  t o  human behav iou r"  (Goldberg,  
1974 ,  p.  4 0 6 ) .
G o l d b e r g  s t a t e s  t h a t  f o r  h i s t o r y  t o  be  " m o r e  t h a n  
c h r o n o l o g y "  and  "more  t h a n  a n t i q u a r i a n i s m " ,  " t h e  t a s k  o f  
h i s t o r i a n s  i s  t o  s e e k  o u t  e v e n t s  t h a t  h a v e  t a k e n  p l a c e  i n  t h e  
p a s t ,  t o  t r y  t o  u n d e r s t a n d  how i t  was  t h a t  t h e y  t o o k  p l a c e  when  
t h e y  d i d  and  i n  t h e  way i n  w h i c h  t h e y  d i d "  ( 1974,  pp .  405 and  
4 0 8 ) .  He f u r t h e r  s t a t e s  t h a t  t h e  s t u d y  o f  a c c o u n t i n g  h i s t o r y  
w i l l  h e l p  us t o  u n d e rs t a nd  t h e  p a s t  ( i n  w h a te v e r  s ense  we use t h e  
w o rd  ’ u n d e r s t a n d ’ ); i t  w i l l  g i v e  us  a p p r e c i a t i o n  o f  how o u r  
c u r r e n t  p r a c t i c e s  and p rob lem s  came i n t o  be ing  and w i l l  h e lp  t o  
p u t  them  i n t o  some s o r t  o f  p e r s p e c t i v e .  I t  s h o u l d  a c t  a s  a 
c a u t i o n  a g a i n s t  a t t e m p t i n g  t o  p r e d i c t  t h e  f u t u r e  b u t  i t  s h o u l d  
h e l p  us t o  a p p r e c i a t e  t h e  c o m p le x i ty  o f  t h e  c i r c u m s t a n c e s  f rom 
which t h e  f u t u r e  w i l l  unfo ld"  (Goldberg ,  1974, p. 410).
G o l d b e r g  p u t s  f o r w a r d  a m o r e  t e n t a t i v e  a p p r o a c h  t o  
a c c o u n t i n g  h i s t o r y .  He s t a t e s  t h a t  " . . . . i t  m u s t  be r e c o g n i s e d
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t h a t  no h i s t o r y  i s  f i n a l l y  d e f i n i t i v e .  Hence, our  u n d e r s t a n d in g  
o f  t h e  p a s t ,  a s  i t  i s  o f  t h e  p r e s e n t ,  i s  a l w a y s  t e n t a t i v e  and 
s u b j e c t  t o  new knowledge a n d /o r  new i n s i g h t s "  (Goldberg,  1974, p.
4 0 8 ) .
G o l d b e r g ’s a n a l y s i s  o f  t h e  AAA c o m m i t t e e ’ s s t a t e m e n t  on 
a c c o u n t i n g  h i s t o r y ,  i n  some s e n s e s ,  has  a n t i c i p a t e d  some o f  t h e  
r e c e n t  d i s s a t i s f a c t i o n  e x p r e s s e d  a b o u t  t h e  t a s k  o f  a c c o u n t i n g  
h i s t o r y .  These c r i t i c i s m s  have i n d i c t e d  p r i o r  a c c o u n t in g  h i s t o r y  
f o r  l a c k i n g  i n  t h e o r e t i c a l  and  m e t h o d o l o g i c a l  i n n o v a t i o n  
( B u r c h e l l  e t  a l . ,  1980,  p. 23 ;  Hopwood, 1983,  pp. 2 9 6 - 2 9 7 ,  
f o r t h c o m i n g ;  J i n n a i ,  1984,  p. 54;  J o h n s o n ,  f o r t h c o m i n g ) .  T h e s e  
c r i t i c i s m s  h a v e  c r i t i q u e d  a c c o u n t i n g  h i s t o r y  f o r  b e i n g  
a t h e o r e t i c a l  and a h i s t o r i c a l .  Thus, p r i o r  a c c o u n t in g  h i s t o r y ,  as  
a l r e a d y  m e n t i o n e d ,  h a s  t e n d e d  t o  be e i t h e r  a n t i q u a r i a n  o r  
e v o l u t i o n a r y  and f u n c t i o n a l i s t .
To o v e r c o m e  t h e s e  c r i t i c i s m s  and  p r e s e n t  a d i f f e r e n t  
p e r s p e c t i v e ,  t h e  c a s e  s t u d i e s  p r e s e n t e d  i n  t h i s  t h e s i s  a im  a t  
s t u d y i n g  a c c o u n t i n g  i n  t h e  c o n t e x t s  ( i m m e d i a t e  and w i d e r )  i n  
w h i c h  i t  o p e r a t e s ;  and  s e c o n d l y ,  no p r e - d e t e r m i n e d  p a t h  f o r  
a c c o u n t i n g  c h a n g e  i s  p r e s u m e d .  E m p h a s i s  w i l l  be g i v e n  t o  t h e  
p r o c e s s e s  o f  change r a t h e r  th a n  t o  j u s t  document ing  the  sequence  
o f  c h a n g e .  The c h a p t e r  w i l l  now e x a m i n e  m ore  c l o s e l y  t h e  
h i s t o r i c a l  method and t h e o r e t i c a l  a w a ren e ss  w i t h  which t h e  ca se  
s t u d i e s  w i l l  be approached .
C. HISTORICAL METHOD AND THEORETICAL AWARENESS
1 . H is to r ic a l  M ythologies
S k i n n e r  (1969)  c h a r a c t e r i s e d  and warned a g a i n s t  v a r i o u s  
m y t h o l o g i e s  t h a t  can unc o n s c io u s ly  gu ide  t h e  h i s t o r i a n ’s s tu d y  o f
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t h e  p a s t .  S k i n n e r  d e l i n e a t e d  t h e s e  m y t h o l o g i e s  i n  h i s  a t t e m p t  
t o  uncover  t h e  e x t e n t  t o  which  t h e  c u r r e n t  h i s t o r i c a l  s t u d y  o f  
e t h i c a l ,  p o l i t i c a l ,  r e l i g i o u s  a n d  o t h e r  s u c h  i d e a s  i s  
c o n t a m i n a t e d  by t h e  u n c o n s c i o u s  a p p l i c a t i o n  o f  p a ra d ig m s  whose 
f a m i l i a r i t y  t o  t h e  h i s t o r i a n  d i s g u i s e s  a n  e s s e n t i a l  
i n a p p l i c a b i l i t y  t o  t h e  p a s t "  ( 1 9 6 9 ,  p. 7 ) .  A t r u l y  h i s t o r i c a l  
a pp roa c h  t o  t h e  s t u d y  o f  any d i s c i p l i n e  means, s u g g e s t s  S k i n n e r ,  
s e t t i n g  t h e  d i s c i p l i n e  i n  i t s  c o n t e x t .  H o w e v e r ,  s u c h  an 
e n t e r p r i s e  c a n  be t h w a r t e d  by t h e  f o l l o w i n g  m y t h o l o g i e s :  t h e  
" m y t h o l o g y  o f  d o c t r i n e s " ,  w h e r e  " t h e  h i s t o r i a n  i s  s e t  by t h e  
e x p e c t a t i o n  t h a t  e a c h  c l a s s i c  w r i t e r  ( i n  t h e  h i s t o r y ,  s a y ,  o f  
e t h i c a l  o r  p o l i t i c a l  i d e a s )  w i l l  be f o u n d  t o  e n u n c i a t e  some 
d o c t r i n e  on  e a c h  o f  t h e  t o p i c s  r e g a r d e d  a s  c o n s t i t u t i v e  o f  h i s  
s u b j e c t "  ( 1 9 6 9 , p. 7 ) ;  t h e  " m y t h o l o g y  o f  c o h e r e n c e " ,  w h i c h  
s u b s t i t u t e s  a s p u r i o u s  u n i t y  and hom ogene i ty  f o r  t h e  f r a g m e n t s  o f  
a n  a g e n t ’ s  t h o u g h t  (1 9 6 9 ,  p. 17) ;  t h e  " m y t h o l o g y  o f  p r o l e p s i s "  
by w h i c h  t h e  a c t i o n s  o f  a h i s t o r i c a l  a g e n t  a r e  i n v e s t e d  w i t h  
r e t r o s p e c t i v e  s i g n i f i c a n c e  u n a c k n o w l e d g e d  i n  t h e  a c t u a l  
I n t e n t i o n s  o f  t h e  a g e n t  a t  t h e  t i m e  ( 1 9 6 9 ,  p. 2 3 ) ;  a n d  l a s t l y ,  
t h e  " m y t h o l o g y  o f  p a r o c h i a l i s m "  w h e r e  " t h e  h i s t o r i a n  may 
c o n c e p t u a l i z e  an a rgument  i n  such a way t h a t  i t s  a l i e n  e l e m e n t s  
a r e  d i s s o l v e d  i n t o  an a p p a r e n t  bu t  m i s l e a d i n g  f a m i l i a r i t y "  (1969,
p.  2 7 ) .
The t r a d i t i o n a l  h i s t o r y  o f  a c c o u n t in g  can be c h a r a c t e r i s e d  
a s  a  h i s t o r y  o f  s u c h  m y t h o l o g i e s  -  f o r  e x a m p l e ,  a  h i s t o r y  o f  
c e r t a i n  i m p e r a t i v e s ,  s u c h  a s  t h e  d e t e r m i n a t i o n  o f  t h e  " t r u e "  
i n c o m e  w h i c h  h a v e  g o v e r n e d  h i s t o r i c a l  a c c o u n t s  o f  a c c o u n t i n g  
t h e o r y  ( t h e  mythology o f  d o c t r i n e s ) ; a h i s t o r y  t h a t  p r e s e n t  day 
a c c o u n t a n t s  can u n d e rs t a n d  i n  t e r m s  o f  t h e i r  own agendas  such a s .
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i n f o r m a t i o n  f o r  d e c i s i o n  making ( t h e  mytho logy o f  p a r o c h i a l i s m ) ;  
o r  t h e  L i t t l e t o n  s c h o o l  o f  t h o u g h t  on t h e  e m e r g e n c e  o f  c o s t  
a c c o u n t i n g  as  h a v in g  t o  do w i t h  t h e  d e t e r m i n a t i o n  o f  income f o r  
f i n a n c i a l  r e p o r t i n g  ( t h e  mytho logy  o f  p r o l e p s i s ) ;  o r  l a s t l y ,  t h e  
h i s t o r y  o f  a c c o u n t i n g ,  w h i c h  c a n  be s u m m a r i l y  d e s c r i b e d  a s  an  
a d a p t i v e  t e c h n o l o g y  m e e t in g  t h e  needs  o f  b u s i n e s s  ( t h e  mythology 
o f  c o h e r e n c e ) .
A c c o u n t i n g  h i s t o r i e s  w r i t t e n  f ro m  s u c h  p e r s p e c t i v e s ,  a s  
a l r e a d y  n o t e d ,  a r e  p a r t i a l ,  t e l e o l o g i c a l  h i s t o r i e s  i n  which  p a s t  
a c c o u n t i n g  p r a c t i c e s  a r e  u s e d  t o  j u s t i f y  t h o s e  o f  t h e  p r e s e n t ,  
a n d  t h o s e  o f  t h e  p r e s e n t  a r e  u s e d  a s  t h e  c r i t e r i a  by w h i c h  t o  
j udge  t h o s e  o f  t h e  p a s t .
The c a s e  s t u d i e s  o f  a c c o u n t i n g ,  a s  i t  was p r a c t i c e d  i n  
s p e c i f i c  o r g a n i s a t i o n s  w i t h i n  a  c e r t a i n  p e r i o d  o f  t i m e ,  a r e  
p r e s e n t e d  i n  t h i s  t h e s i s  a s  a n  a l t e r n a t i v e  t o  s u c h  h i s t o r i c a l  
a c c o u n t s .  A c c o u n t i n g  i s  v i e w e d  i n  e a c h  s t u d y  i n  a  s c e p t i c a l ,  
q u e s t i o n i n g  m a n n e r  i n  w h i c h  no p r e - g i v e n  i m p e r a t i v e s  a r e  
a t t r i b u t e d  t o  a c c o u n t i n g .  A cc o u n t in g  i s  examined a s  a h i s t o r i c a l  
a n d  s o c i a l l y  c o n t i n g e n t  p h e n o m e n a  which i s  bo th  r e f l e c t i v e  and 
c o n s t i t u t i v e  o f  i t s  c o n t e x t .  By ex a m in in g  a c c o u n t i n g  p r a c t i c e s  
w i t h i n  tw o  o r g a n i s a t i o n s  o v e r  t h e  p e r i o d  I 8 7 O t o  1920 ,  w i t h i n  
t h e i r  b r o a d e r  c o n t e x t ,  i t  i s  h o p e d  a  m ore  n u a n c e d ,  c o n t e x t u a l  
h i s t o r y  o f  a c c o u n t i n g  w i l l  be g iven .
2 .  C on textual Awareness i n  H is to ry
The acknowledgemen t  o f  a  w i d e r  c o n te x t  f o r  a c c o u n t i n g  can 
be r e s p o n d e d  t o  n e g a t i v e l y  i n  v a r i o u s  w ays .  G ordon  (1981 )  h a s  
d e s c r i b e d  t h e s e ,  i n  t h e  c o n t e x t  o f  l e g a l  h i s t o r y ,  a s  d e n i a l ,  
C a r t e s i a n i s m ,  a n d  a d a p t a t i o n  . F i r s t ,  t h e  d e n i a l  r e s p o n s e  t o  a 
m ore  c o n t e x t u a l  a p p r o a c h  t o  t h e  s t u d y  o f  a c c o u n t i n g  h i s t o r y ,
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s t a t e s  t h a t  p a r t i c u l a r  c o n t e x t s  o f  space  and t im e  a r e  i r r e l e v a n t  
f o r  t h e  s t u d y  o f  a c c o u n t i n g .  R a t h e r ,  t h e  r e l a t i o n s h i p  o f  
a c c o u n t i n g  p r a c t i c e s  t o  a sy s te m  o f  s u p r a - h i s t o r i c a l  p r i n c i p l e s  
t r a n s c e n d i n g  t i m e  and sp a ce  s h o u ld  be t h e  concern  o f  a c c o u n t i n g  
h i s t o r y .  B u r c h e l l  e t  a l . ,  ( 1 9 8 0 )  h a v e  d e s c r i b e d  a s i m i l a r  
r e s p o n s e  by s u g g e s t i n g  t h a t  a c c o u n t i n g  h a s  some p r e - o r d a i n e d  
e s s e n c e  and t h a t  a c c o u n t i n g ' s  m i s s i o n  i s  t o  r e a l i s e  t h a t  e s se n c e .  
L i t t l e t o n  has  echoed  s i m i l a r  s e n t i m e n t s  by d e s c r i b i n g  a c c o u n t i n g  
a s  h a v i n g  a d e f i n i t e  d e s t i n y  a n d  c o m i n g  f r o m  d e f i n i t e  c a u s e s  
( 1 9 3 3 ,  p. 361 ) .
A s e c o n d  r e s p o n s e  mode h a s  b e e n  d e s c r i b e d  a s  C a r t e s i a n i s m  
w h i c h  i s  t h e  c o n s t r u c t i o n  o f  d r a s t i c a l l y  s i m p l i f i e d  m o d e l s  o f  
s o c i a l  r e a l i t y  f o r  use i n  t h e  h i s t o r i c a l  a n a l y s i s  o f  a c c o u n t in g .  
F o r  e x a m p l e ,  t h e  n o r m a t i v e  m o d e l  o f  a g e n c y  t h e o r y  d e n i e s  t o  a 
l a r g e  e x t e n t  t h e  s o c i a l  and  h i s t o r i c a l  c o n t e x t  o f  a c c o u n t i n g .  
B u r c h e l l  e t  a l . ,  have  s t a t e d :
" . . . . a g e n c y  t h e o r i s t s  p r e s e n t  t h e i r  m ode l  
a s  a  s e l f - i n t e r e s t  t h e o r y  w h e r e a s  we a r e  
c o n c e r n e d  t o  d i s c o v e r  how s e l f - i n t e r e s t s ,  o r  
p a r t i c u l a r  p o l i c y  p o s i t i o n s ,  a r e  i n  f a c t  
e s t a b l i s h e d  -  i n c l u d i n g  t h e  r o l e  w h i c h  
s p e c i f i c  e conom ic  c a l c u l a t i o n s  and a c c o u n t i n g s  
r a t h e r  t h a n  t h e  g e n e r a l i t y  o f  an  e c o n o m i c  
c a l c u l u s  p l a y  i n  t h i s  p r o c e s s .  The a g e n c y  
t h e o r i s t s  p r i v i l e g e  a  p a r t i c u l a r  mode o f  
c a l c u l a t i n g  ( s e l f - )  i n t e r e s t s  d e r i v e d  f r o m  
e c o n o m i c  t h e o r y  and  a p a r t i c u l a r  r o l e  f o r  
f i n a n c i a l  s t a t e m e n t s .  T h e i r  a n a l y s i s  
p r e s u p p o s e s  t h e  e x i s t e n c e  o f  a met a - a c c o u n t in g  
which  somehow g u i d e s  r a t i o n a l  economic  a c t i o n  
and  t h e i r  s t u d i e s  s e e k  t o  e x p l o r e  s p e c i f i c  
e x p l i c a t i o n s  a n d  e l a b o r a t i o n s  o f  s u c h  an 
a c c o u n t i n g .  Our a n a l y s i s  a im s  t o  make no such 
p r e s u m p t i o n  o f  a p r i m a e v a l  a c c o u n t .  R a t h e r  
t h a n  b e i n g  v i e w e d  by us  a s  r e v e l a t o r y  o f  
p a r t i c u l a r  a d m i n i s t r a t i v e  a nd  p o l i c y  m a k i n g  
p r a c t i c e s ,  t h e  r o l e  and  mode o f  c a l c u l a t i o n  
a r e  i n s t e a d  v i ew e d  a s  f u n c t i o n i n g  d i s c u r s i v e  
c o m p o n e n t s  w i t h i n  t h e s e  p r a c t i c e s " ( 1 9 8 5 ,  p.
4 0 9 ) .
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C a r t e s i a n i s m  I s  a s t r a t e g y  m id w ay  b e t w e e n  d e n i a l  and  the 
e m b r a c e  o f  a c c o u n t i n g ’s  s o c i o - h i s t o r i c a l  c o n t e x t .  I t  a d m i t s  
c e r t a i n  c o n t e x t u a l  v a r i a b l e s  b u t  o n l y  w i t h i n  t h e  l i m i t s  o f  the 
n o r m a t i v e  model .  Al though agency  t h e o r y  w i l l  be examined  i n  the 
c a s e  s t u d i e s ,  i t  w i l l  be  u s e d  i n  a q u e s t i o n i n g  m a n n e r  a s  a 
h e u r i s t i c  d e v ic e ,  w i t h i n  t h e  b r o a d e r  s c e p t i c a l  p e r s p e c t i v e  t a k e n  
on a c c o u n t i n g .
The t h i r d  mode o f  r e s p o n s e  i s  t h a t  o f  a d a p t a t i o n  where the  
s o c i a l  and  h i s t o r i c a l  c o n t e x t  a r e  e m b r a c e d  i n  s u c h  a way t h a t  
a c c o u n t i n g  m e r e l y  r e a c t s  t o  i t s  c o n t e x t  b u t  n e v e r  s h a p e s  i t s  
c o n t e x t .  I t  i s  a  d e t e r m i n i s t i c  v i e w  o f  a c c o u n t i n g  and  i t s  
r e l a t i o n s h i p  t o  i t s  h i s t o r i c a l  and s o c i a l  c o n t e x t .
The r e s e a r c h  r e p o r t e d  i n  t h i s  t h e s i s  w i l l  n o t  a s s u m e  a 
b e n i g n  c o n t i n u i t y  b e t w e e n  a c c o u n t i n g  and  c h a n g e s  i n  i t s  
e n v i r o n m e n t ,  r a t h e r  a  more p r o b l e m a t i c  v i ew  o f  a c c o u n t i n g  w i l l  be 
t a k e n .  The  a i m  i s  t o  g i v e  a n  e m p i r i c a l  a n d  h i s t o r i c a l  
d e s c r i p t i o n  o f  a c c o u n t i n g  change.  The a r c h i v a l  m a t e r i a l  w i l l  be 
e x a m i n e d  i n  t e r m s  o f  t h e  c o n c e p t u a l  and  t h e o r e t i c a l  t h e m e s  
g e n e r a t e d  from w i t h i n  t h e  m a t e r i a l ,  w i t h  o n ly  l i m i t e d  r e f e r e n c e  
t o  t h e i r  p l a c e  i n  any  w i d e r  d e v e l o p m e n t a l  a c c o u n t .  Such an 
a pp roach  i s  i n e v i t a b l y  a  more f r a g m e n t e d  and modes t  e n t e r p r i s e  
t h a n  t h e  n a r r a t i v e s  and s y n t h e s e s  o f  t r a d i t i o n a l  h i s t o r i c a l  
a c c o u n t s .  But t h e  b o u n d a r i e s  d i c t a t e d  by t h e  a r c h i v a l  m a t e r i a l  
i t s e l f  w i l l  be s e e n  t o  d i s c l o s e  a c o m p l e x  and  i n t e r e s t i n g  
h i s t o r y .
3 .  The P r o c e sse s  o f  A ccounting  Change
The s t u d y  a i m s  t o  e x p l o r e  t h e  p r o c e s s e s  o f  a c c o u n t i n g  
c h a n g e .  Of c o u r s e ,  t h e  h i s t o r i c a l  p e r s p e c t i v e  p r o v i d e d  by the
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c a s e  s t u d i e s  g i v e s  t h e  a w a r e n e s s  t h a t  a c c o u n t i n g  d o e s  i n  f a c t  
c h a n g e .  A c c o u n t i n g  i s  sh o w n  n o t  t o  be a s t a t i c  p h e n o m e n o n ,  b u t  
o n e  w h i c h  i s  c o n t i n u a l l y  i n  m o t i o n .  The c a s e  s t u d i e s  w i l l  
e x p l o r e  t h e  u n d e r l y i n g  f o r c e s  a t  w o r k  i n  b r i n g i n g  a b o u t  
a c c o u n t i n g  c h a n g e .  A c c o u n t i n g  c h a n g e  i s  c r e a t e d ,  n o t  m e r e l y  
d e t e r m i n e d ,  and can become p a r t  o f  t h e  f a c t o r s  t h a t  impinge  upon 
i t s e l f  (Hopwood,  f o r t h c o m i n g ) .  I n  e x p l o r i n g  a c c o u n t i n g  i n  i t s  
o r g a n i s a t i o n a l  and s o c i a l  c o n t e x t  t h e  p u z z l e  o f  human agency w i l l  
be a d d r e s s e d .  Abram s  h a s  s t a t e d  t h a t  " . . . . t h e  p r o b l e m  o f  a g e n c y  
i s  t h e  p r o b l e m  o f  f i n d i n g  a  way o f  a c c o u n t i n g  f o r  human 
e x p e r i e n c e  which r e c o g n i s e s  s i m u l t a n e o u s l y  and i n  equa l  measure  
t h a t  h i s t o r y  and  s o c i e t y  a r e  made by c o n s t a n t  and m o re  o r  l e s s  
p u r p o s e f u l  a c t i o n  and t h a t  i n d i v i d u a l  a c t i o n ,  however  p u r p o s e f u l ,  
i s  made by h i s t o r y  and s o c i e t y . . . . P e o p l e  make t h e i r  own h i s t o r y  -  
b u t  o n l y  u n d e r  d e f i n i t e  c i r c u m s t a n c e s  and  c o n d i t i o n  s . . . .  The 
v a r i a t i o n s  on t h e  theme a r e  i n n u m e r a b l e ;  and t h e  f a i l u r e  o f  human 
s c i e n c e s  t o  w o r k  t h e  t h e m e  t o  a s a t i s f a c t o r y  c o n c l u s i o n  i s  
i n s c r i b e d  on p a g e  a f t e r  p a g e  o f  t h e  l i t e r a t u r e  o f  e a c h  o f  t h o s e  
s c i e n c e s . . . . t h e  e s t r a n g e d  s y m b i o s i s  o f  a c t i o n  and  s t r u c t u r e  i s  
bo th  a  commonplace o f  e ve ryday  l i f e  and t h e  unbudgeable  fu lc rum  
o f  s o c i a l  a n a l y s i s "  ( A b r a m s ,  19 8 2 ,  pp.  x i i i - x i v ) .
The c a s e  s t u d i e s  w i l l  show t h a t  t h e  h i s t o r i c a l  s t u d y  o f  
a c c o u n t i n g  i n  i t s  o r g a n i s a t i o n a l  and s o c i a l  c o n t e x t  w i l l  p r o v e  
i n t e r e s t i n g  i n  e n h a n c i n g  t h e  u n d e r s t a n d i n g  o f  t h e  p r o b l e m s  o f  
a g e n c y  and  s t r u c t u r i n g .  3 " P r o c e s s  i s  t h e  l i n k  b e t w e e n  a c t i o n  
and s t r u c t u r e "  and t h a t  by t e a s i n g  ou t  t h e  h i s t o r i c a l  p r o c e s s e s  
o f  a c c o u n t i n g  change i n  two c a se  s t u d i e s  p r e s e n t e d ,  a c c o u n t in g  i s  
v iew ed  as  i n  t h e  p r o c e s s  o f  becoming which,  s u g g e s t s  Abrams, i s  
t h e  ’b e s t ’ way t o  d i s c o v e r i n g  t h e  r e a l  r e l a t i o n s h i p  o f  s t r u c t u r e  
and a c t i o n ,  t h e  s t r u c t u r a l  c o n d i t i o n i n g  o f  a c t i o n  and th e  e f f e c t s
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o f  a c t i o n  on s t r u c t u r e "  ( 1 9 8 2 ,  p p .  6 - 7 ) .
The n e x u s  o f  a c t i o n  and  s t r u c t u r e  c a n  be e l a b o r a t e d  on  by 
v i e w i n g  a c c o u n t i n g  a s  c o n t i n u a l l y  b e i n g  i n  m o t i o n  (Hopwood,  
f o r t h c o m i n g )  i n  w h i c h  t h e  e x p l a n a t i o n  o f  a c c o u n t i n g  c h a n g e  i s  
m o r e  f r u i t f u l  i n  t e r m s  o f  c l e a v a g e s  and  t e n s i o n s  and  t h e  
p u r p o s i v e  a c t i o n  o f  i n d i v i d u a l s  a n d  g r o u p s  i n  p u r s u i t  o f  t h e i r  
own ends .  F u r t h e r m o r e ,  t h e  s t u d y  o f  a c c o u n t i n g  i n  a c t i o n  can be 
enhanced by r e c o g n i s i n g  t h e  power s t r u c t u r e s  i n  which  a c c o u n t in g  
a c t i o n  t a k e s  p l a c e .  T h a t  i s ,  by r e c o g n i s i n g  t h e  i n t e r e s t e d  
n a t u r e  o f  a c c o u n t i n g  i t  i s  i n s t r u c t i v e  t o  s e e  how a c c o u n t i n g  
e m e r g e s  o u t  o f  t h e  p o l i t i c a l  a n d  c o n f l i c t u a l  n a t u r e  o f  
o r g a n i s a t i o n a l  a n d  s o c i a l  l i f e .  R a t h e r  t h a n  s e e i n g  a c c o u n t i n g  
deve lopm en t  i n  s i m p l e ,  f u n c t i o n a l i s t  t e r m s ,  t h e  approach  t a k e n  i n  
t h e  c a se  s t u d i e s  i s  t o  v iew  d i s c o n t i n u i t y ,  f a i l u r e ,  c o n f l i c t  and 
t e n s i o n  i n  a n d  a r o u n d  a c c o u n t i n g  w hen  l o o k i n g  a t  a c c o u n t i n g  
change.
The i n t e r a c t i v e  n a t u r e  o f  a c c o u n t i n g  w i t h  i t s  c o n t e x t  i s  
a l s o  r e c o g n i s e d  i n  c a r r y i n g  o u t  t h i s  r e s e a r c h .  I n  examin in g  t h e  
p r o c e s s e s  o f  change a c c o u n t i n g  i s  assumed t o  have c r e a t e d  as  w e l l  
a s  r e f l e c t e d  i t s  c o n t e x t .
4 .  Theory and H is t o r ic a l  R esearch
Much o f  t h e  c o n v e n t i o n a l  work i n  a c c o u n t i n g  h i s t o r y  has  
been  concerned  w i t h  t h e  a c c o u n t i n g  o f  t e c h n o l o g i c a l  deve lopm ents  
p e r  s e .  Such  r e s e a r c h  i s  c a r r i e d  o u t  w i t h  t h e  p r i m e  t a s k  o f  
h i s t o r i a n s  b e i n g  c o n c e i v e d  a s  t h e  a s c e r t a i n m e n t  o f  t h e  f a c t s .  
S t e d m a n  J o n e s  h a s  d e s c r i b e d  t h e  p r e m i s e s  o f  t h i s  m e th o d  a s  
f o l l o w s :
" H i s t o r i c a l  f a c t s  w e r e  a n a l o g o u s  t o  t h e
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f a c t s  o f  n a t u r a l  s c i e n c e ;  d i s c r e t e  a t o m i c  and 
s u p re m e ly  i n d i f f e r e n t  t o  t h e  p o s i t i o n  o f  t h e  
o b s e r v e r .  What  t h e  n a t u r a l  s c i e n t i s t  c o u l d  
r e v e a l  by t h e  use o f  t h e  t e s t - t u b e ,  m ic ro sc o p e  
and e x p e r i m e n t a l  method ,  t h e  h i s t o r i a n  cou ld  
u n c o v e r  t h r o u g h  t h e  u s e  o f  a r c h a e o l o g y ,  
p h i l o l o g y  a n d  p a i n s t a k i n g  t e x t u a l  
c r i t i c i s m . . . . H i s t o r y  was  a  s c i e n c e  because  i t  
was  c o m p o s e d  o f  t h e  ’f a c t s ’" ( 1 9 7 2 ,  pp .  97-  
98).
Yet, t h e  a c c u m u l a t i o n  o f  f a c t s  w i l l  n o t ,  o f  i t s e l f ,  p r o v id e  
a d e q u a te  e x p l a n a t i o n s  o f  how a n d  why a c c o u n t i n g  p r a c t i c e s  h a v e  
de ve lope d  i n  a  p a r t i c u l a r  manner.  F a c t - c o l l e c t i o n  i s ,  o f  c o u rs e ,  
n o t  a  n e u t r a l  o r  u n p r o b l e m a t i c  a c t i v i t y .  Th is  has  been ev id e n c e d  
i n  t h e  m e t h o d o l o g i c a l  d e b a t e  i n  t h e  h i s t o r i c a l  l i t e r a t u r e  be tw een  
E.H. C a r r  a n d  G.R. E l t o n .  ^ C a r r  ( 1 9 6 4 ,  p. 29 )  h a s  n o t e d  t h a t  a 
t e n s i o n  e x i s t s  b e t w e e n  t h e  h i s t o r i a n  and  t h e  f a c t s  o f  h i s t o r y .  
The t e n s i o n  on t h e  one hand t o  l e t  t h e  p a s t  s p e ak  f o r  i t s e l f  and 
on t h e  o t h e r  h a n d ,  t h e  ne e d  t o  o f f e r  some e x p l a n a t i o n  o f  t h e  
p a s t .  He s t a t e s  t h e r e  e x i s t s  a d i c h o t o m y  o f  f a c t  a n d  
i n t e r p r e t a t i o n  and t h a t  i t  i s  i m p o s s i b l e  t o  a s s i g n  p r im acy  t o  one 
o v e r  t h e  o t h e r .  C a r r  ( 1 9 6 4 ,  p . 105)  g o e s  on  t o  s u g g e s t  t h a t  
h i s t o r y  i s  a  p r o c e s s  o f  s e l e c t i o n  i n  t e r m s  o f  h i s t o r i c a l  
s i g n i f i c a n c e  and t h e  s t a n d a r d  o f  h i s t o r i c a l  s i g n i f i c a n c e  i s  t h e  
h i s t o r i a n ’ s  a b i l i t y  t o  f i t  t h e m  i n t o  h i s  p a t t e r n  o f  r a t i o n a l  
e x p l a n a t i o n  and i n t e r p r e t a t i o n .
E l t o n  ( 1967 ) h a s  s o u g h t  t o  d e f e n d  h i s t o r y  i n  t h e  R a n k e a n  
t r a d i t i o n .  E l t o n  b e l i e v e s  t h e  e s s e n t i a l  t a s k  o f  t h e  h i s t o r i a n  i s  
t o  p r o v i d e  a  n a r r a t i v e  o f  "how i t  h a p p e n e d "  i n  t h e  p a s t .  
N a r r a t i v e  h i s t o r y  i s  s t o r y - t e l l i n g  g o v e r n e d  by some n o r m a l l y  
q u i t e  r i g o r o u s  n o t i o n  o f  g e t t i n g  t h e  s t o r y  r i g h t  i n  t h e  l i g h t  o f  
t h e  f a c t u a l  e v i d e n c e  ( A b r a m s ,  19 8 2 ,  p.  309) .  E l t o n ,  t h e r e f o r e ,  
e l e v a t e s  t h e  h i s t o r i c a l  d a t a  t o  t h e  p l a c e  o f  pa ramount  i m p o r ta n c e  
i n  t h e  h i s t o r i c a l  ende avo r ,  and t h e  h i s t o r i a n  shou ld  neve r  p r e ­
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d e t e r m i n e  t h e  f a c t s  c o n t a i n e d  i n  an a r c h i v e .
What Abrams has  t e rm ed  t h e  " E l t o n  di lemma" i s  t h e  " m a t t e r  o f  
somehow c o p in g  w i t h  e x p l a n a t o r y  t a s k s  a p p a r e n t l y  beyond t h e  r e a c h  
o f  n a r r a t i v e  w i t h o u t  making i t  t o o  obv ious  t h a t  one has  s toppe d  
n a r r a t i n g "  (Abrams, 1982, p. 305) . E l t o n ’s di lemma i s  s e en  when 
he s t a t e s  t h a t  he does no t  a g r e e  w i t h  h i s t o r y  b e in g  e x p l a i n e d  i n  
t e r m s  o f  t r e n d s ,  f o r c e s  a n d  f a c t o r s  (1 9 6 7 ,  pp .  1 2 9 - 1 3 1 ) ,  y e t  he  
i s  q u i t e  happy w i t h  c o n n e c t i o n s ,  c o n d i t i o n s  and causes .  E l to n ,  
i n  d o i n g  h i s  h i s t o r y ,  i m p l i c i t l y  e n g a g e s  i n  a n a l y s i s  a nd  
i n t e r p r e t a t i o n .  H o w e v e r ,  t h e  i m p r e s s i o n  c r e a t e d  i s  t h a t  h i s  
p r e f e r r e d  i n t e r p r e t a t i o n  i s  s i m p l y  s e e n  a s  a happen ing .  The f a c t  
i s  t h a t  w h a t  i s  b e i n g  p r e s e n t e d  i s  n o t  j u s t  t h e  f a c t s ,  h o w e v e r  
w e l l  r e s e a r c h e d ,  b u t  an  i n t e r p r e t a t i v e  a r r a n g e m e n t  o f  t h e  f a c t s .  
So t h a t  t h e  f a c t s  a r e  p r e s e n t e d  t h r o u g h  a f r a m e  o f  r e f e r e n c e  o f  
some k i n d ,  e v e n  i f  t h i s  i s  b a s e d  on t h e  v i e w  t h a t  t h e  " f a c t s  
speak  f o r  t h e m s e l v e s "  (Bulmer,  1984, p. 3).
The h i s t o r i c a l  case  s t u d i e s  p r e s e n t e d  i n  t h i s  r e s e a r c h  have  
i m b i b e d  t h e o r e t i c a l  p e r s p e c t i v e s  and  h y p o t h e s e s  w h i c h  i n  t u r n  
h a v e  d e c i d e d  w h a t  h a s  b e e n  d e s c r i b e d  and  t h e  way  i n  w h i c h  t h e  
m a t e r i a l  has  been  o r g a n i s e d  and e x p l a i n e d .  "Theory must work on 
t h e  e m p i r i c a l  w i t h o u t  e i t h e r  d o m i n a t i n g  o r  b e in g  domina ted .  At 
t h e  same t i m e ,  a t  any g i v e n  moment i n  t h e  c o u r s e  o f  t h e o r e t i c a l  
and e m p i r i c a l  work,  t h e  e m p i r i c a l  w i l l  be d e e p ly  c o n ta m in a t e d  by 
t h e o r y  and t h e o r y  w i l l  be d e e p ly  c o n ta m in a t e d  by t h e  e m p i r i c a l "  
(A b r a m s ,  19 8 2 ,  p.  3 3 3 ) .  The a c c o u n t i n g  r e a l i t y  t h a t  h a s  b e e n  
d e s c r i b e d  a nd  a n a l y s e d  i n  t h e  c a s e  s t u d i e s  h a s  n o t  be e n  made 
known by a  mere d i r e c t  r e p r e s e n t a t i o n  o f  t h e  e m p i r i c a l  bu t  i t  ha s  
b e e n  d i s c o v e r e d  by " a n a l y t i c a l  d i s t a n c e  a s  w e l l  a s  e m p i r i c a l  
a c c e s s "  ( A b r a m s ,  1982 ,  p. 3 1 7 ) .
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Whi le  c a r r y i n g  o u t  t h i s  r e s e a r c h  i n  a c c o u n t i n g  h i s t o r y  i n  a 
more t h e o r e t i c a l l y  in fo r m e d  and i n t e r d i s c i p l i n a r y  manner,  i t  has  
n o t  m e a n t  a l a c k  o f  a c o n t i n u a l l y  c l o s e  i n v o l v e m e n t  w i t h  
h i s t o r i c a l  d e t a i l .  I n  f a c t ,  i t  i s  c o n t e n d e d  t h a t  one o f  t h e  
s t r e n g t h s  o f  t h i s  r e s e a r c h  i s  t h e  c l o s e  inv o lv e m e n t  w i t h  p r im a r y  
s o u r c e s  w h i c h  h a v e  b e e n  r e l e v a n t  i n  l o o k i n g  a t  t h e  p r a c t i c e  o f  
a c c o u n t i n g .  However , t h e  s o u r c e s  have  been i n t e r r o g a t e d  from t h e  
p o i n t  o f  v iew  t h a t  t h e r e  i s  " a lw a y s  more a t  s t a k e  i n  h i s t o r i c a l  
knowledge  t h a n  w ha t  i s  c o n t a i n e d  i n  t h e  sou rces . . . .E ve ry  s o u r c e  -  
m o re  e x a c t l y ,  e v e r y  r e m n a n t  t h a t  we t r a n s f o r m  i n t o  a  s o u r c e  
t h r o u g h  o u r  q u e s t i o n s  -  r e f e r s  us  t o  a  h i s t o r y  w h i c h  i s  e i t h e r  
m o r e ,  l e s s ,  o r  i n  any  c a s e  s o m e t h i n g  o t h e r  t h a n  t h e  r e m n a n t  
i t s e l f " ( K o s e l l e c k ,  1985 ,  p . 153) .
5 . T h e o r e t ic a l  Approadi Taken i n  th e  Case S tu d ie s
Much o f  t h e  d e s c r i p t i o n  a n d  e x p l a n a t i o n  o f  a c c o u n t i n g  
c h a n g e  h a s  b e e n  o r g a n i s e d  a r o u n d  c o n c e p t u a l  and  t h e o r e t i c a l  
t h e m e s  g e n e r a t e d  f r o m  t h e  d a t a  i t s e l f .  T h i s  h a s  b e e n  done  i n  a 
m a n n e r  s i m i l a r  t o  G l a s e r  and  S t r a u s s ’ s (1967)  d i s c o v e r y  o f  
g r o u n d e d  t h e o r y .  Themes  o f  a n a l y s i s  h a v e  b e e n  g e n e r a t e d  i n  an  
i n d u c t i v e  f a s h i o n  f r o m  t h e  a r c h i v a l  m a t e r i a l .  H ow ever ,  i t  h a s  
no t  been a w h o l e s a l e  a p p l i c a t i o n  o f  t h e  grounded t h e o r y  approach  
a s  " p r i o r  b l a n k n e s s  o f  m ind"  i n  any  r e s e a r c h  e n d e a v o r  s e e m s  a 
v e r y  d i f f i c u l t  r e q u i r e m e n t  ( B u l m e r ,  1984,  p. 2 5 6 ) .  A lso  t h e  
d i s c o v e r y  o f  g rounded  t h e o r y  " e x i s t s  i n  t e n s i o n  w i t h  t h e  need f o r  
c l a r i t y  and f o c u s ;  r e s e a r c h  p r o j e c t s  t h a t  p r e t e n d  t o  come t o  t h e  
s t u d y  w i t h  no a s s u m p t i o n s  u s u a l l y  e n c o u n t e r  much d i f f i c u l t y "  
( M i l e s ,  1979 ,  p. 5 9 1 ) .
The a r c h i v e  h a s  been app roa c he d  w i t h  c e r t a i n  p r e - g i v e n  v iew s  
on t h e  n a t u r e  o f  a c c o u n t i n g  h i s t o r y  r e s e a r c h  and on the  p r a c t i c e
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o f  a c c o u n t i n g  i t s e l f .  Accoun t ing  h i s t o r y  i s  assumed t o  have no 
p r e - de t e r m i n e d  p a t h  o f  d e v e l o p m e n t  and  no p r e - g i v e n  e s s e n c e .  
Although a c c o u n t i n g  i s  r e c o g n i s e d  as  h a v in g  many i m p e r a t i v e s ,  no 
one  i m p e r a t i v e  i s  a s s u m e d  t o  be w h o l l y  f o r m a t i v e  on i t s  
e m e r g e n c e .  A s c e p t i c a l ,  q u e s t i o n i n g  a t t i t u d e  i s  t a k e n  on 
a c c o u n t i n g  i s e l f .  I t  i s  s e e n  a s  a p a r t i a l ,  m a l l e a b l e  a c t i v i t y  
which  i s  no t  n e u t r a l  o r  v a l u e - f r e e .  Account ing  i s  a l s o  s t u d i e d  
i n  t h e  o r g a n i s a t i o n a l  and s o c i a l  c o n t e x t s  i n  w h i c h  i t  i s  
p r a c t i c e d .
V a r i o u s  h y p o t h e s e s  a nd  c o n c e p t s  h a v e  b e e n  u s e d  i n  a 
s e n s i t i s i n g  way such  a s ,  a c c o u n t i n g ’s emergence has  been b ro a d ly  
i n f l u e n c e d  by i n d u s t r i a l i s a t i o n ;  by t h e  d i v o r c e  o f  o w ne r sh ip  and 
management;  f o r  a c c o u n t a b i l i t y  r e a s o n s ;  f o r  a g e n c y  r e a s o n s ;  t o  
c o n t r o l  t h e  l a b o u r  p r o c e s s ;  by t h e  w i e l d i n g  o f  management  power;  
by c o n f l i c t s  w i t h i n  t h e  o r g a n i s a t i o n ;  by t h e  c a p i t a l  m ark e t ;  by 
l e g i s l a t i o n ;  by t h e  a c c o u n t i n g  p r o f e s s i o n ;  f o r  u n e t h i c a l  r e a s o n s ;  
f o r  o r g a n i s a t i o n a l  s u r v e i l l a n c e ;  o r  f o r  d e c i s i o n  making r e a s o n s .
Such  s e n s i t i s i n g  h y p o t h e s e s  and  c o n c e p t s  and  v i e w s  o f  
a c c o u n t i n g  h a v e  b e e n  d e v e l o p e d  f r o m  t h e  p r i o r  r e s e a r c h  i n  
a c c o u n t i n g  h i s t o r y  a s  o u t l i n e d  i n  Chap te rs  Two, Three and Four ,  
a l t h o u g h  t h e  c r i t i c a l  p e r s p e c t i v e s  r e v i e w e d  i n  Chap te r  Four  have 
p r o v id e d  t h e  o v e r a l l  f ram ew ork  o f  a n a l y s i s .  However, i n  c a r r y i n g  
o u t  t h e  r e s e a r c h  t h e  i m p o r t a n c e  o f  t h e  a r c h i v a l  m a t e r i a l  was  
a l w a y s  r e c o g n i s e d .  The a r c h i v a l  m a t e r i a l  h a s ,  i n  some c a s e s ,  
r e m a in e d  s i l e n t  t o  some o f  t h e  c o n c e p t s  and h y p o th e s e s  because ,  
f o r  example,  t h e r e  was no m in im a l  ev id e n c e  s u i t e d  t o  a c c o u n t in g  
em e rg in g  f o r  d e c i s i o n  making r e a s o n s .  The a r c h i v a l  m a t e r i a l  has  
a c t e d  as  a v e t o  on i n t e r p r e t a t i o n s  and e x p l a n a t i o n s  t h a t  can be 
show n  on t h e  b a s i s  o f  t h e  a r c h i v a l  m a t e r i a l  t o  be f a l s e  o r
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u n r e l i a b l e  ( K o s e l l e c k ,  1 9 8 5 ,  p .  1 5 5 ) .  I n  p r o v i d i n g  t h e  
h i s t o r i c a l  a c c o u n t s  i n  t h e  ca se  s t u d i e s  a c o n t i n u a l  d i a l o g u e  has  
t a k e n  p l a c e  b e tw e en  t h e o r y  and t h e  h i s t o r i c a l  d a t a .
By way o f  summary,  a broad  d e f i n i t i o n  o f  t h e  v iew o f  h i s t o r y  
w h i c h  w i l l  g u i d e  t h i s  s t u d y  i s  t h e  f o l l o w i n g :  " H i s t o r y  i s  t h e
a t t e m p t  t o  g iv e  v e r i d i c a l  and a d e q u a te  d e s c r i p t i o n s  o f  change i n  
human a f f a i r s "  (Humphreys, 1980, p. 2). In  u s in g  t h i s  d e f i n i t i o n  
t h e  h i s t o r i c a l  c a s e  s t u d i e s  a im t o  be d e s c r i p t i v e  o f  a c c o u n t in g  
change.  The h i s t o r i c a l  d e s c r i p t i o n  w i l l  be f i r s t l y ,  v e r i d i c a l  i n  
t h e  s e n s e  t h a t  i t  w i l l  c o n f o r m  t o  t h e  e v i d e n c e  o f  t h e  a r c h i v a l  
m a t e r i a l .  S e c o n d ly ,  t h e  h i s t o r i c a l  d e s c r i p t i o n  w i l l  be a d e q u a te  
i n  t h a t  i t  w i l l  r e p r e s e n t  t h e  a c c o u n t i n g  r e a l i t y  i n  a way which 
i s  g e n e r a l l y  s a t i s f y i n g ,  c o h e r e n t  and m ea n in g fu l .
The b r o a d e r  t a s k s  and p e r s p e c t i v e s  e spoused  i n  t h i s  c h a p t e r  
f o r  t h e  h i s t o r i c a l  s t u d y  o f  a c c o u n t i n g  i n e v i t a b l y  h a v e  
consequences  f o r  t h e  k in d  o f  d a t a  t h a t  w i l l  be t h e  fo cu s  o f  t h i s  
r e s e a r c h .  O bv io u s ly ,  a s  t h i s  i s  a  h i s t o r i c a l  s t u d y ,  h i s t o r i c a l  
s o u r c e s  w i l l  b e  a n a l y s e d .  H o w e v e r ,  a s  t h e  p r o c e s s e s  o f  
a c c o u n t i n g  c h a n g e  w i l l  be e x a m i n e d  i n  a  b r o a d e r  c o n t e x t ,  
h i s t o r i c a l  d a t a  i m p i n g i n g  o n  s u c h  an  a p p r o a c h  w i l l  be m ore  
d i v e r s e  t h a n  j u s t  f o r m a l  a c c o u n t i n g  r e c o r d s  a n d  r e p o r t s .  
Although such d o c u m e n t a t i o n  i s  i m p o r t a n t ,  a l s o  o f  im p o r t a n c e  a r e  
o t h e r  s o u r c e s  which  e n t e r  i n t o  t h e  d i s c o u r s e  o f  a c c o u n t i n g :  t h e s e  
have  been examined  so t h a t  t h e  c o n c e rn s  f o r  a b r o a d e r ,  c o n t e x t u a l  
s t u d y  o f  a c c o u n t i n g  can be met .
D. RESEARCH SOURCES
1 , A rch iva l M ater ia l
T h e r e  i s  a n  i n t e r r e l a t e d n e s s  b e t w e e n  t h e  n a t u r e  o f  t h e
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prob lem  t o  be i n v e s t i g a t e d  -  t h e  h i s t o r i c a l  s t u d y  o f  a c c o u n t i n g  
i n  t h e  c o n t e x t s  w i t h i n  which  i t  was p r a c t i c e d  -  and t h e  t h e o r i e s ,  
methods  and m a t e r i a l s  t o  be used i n  t h e  i n v e s t i g a t i o n .  A rc h iv a l  
m a t e r i a l  i s  o b v i o u s l y  t h e  b a s i s  o f  any h i s t o r i c a l  s tudy .  There 
a r e  a t  l e a s t  two m a j o r  d i f f i c u l t i e s  t h a t  a r i s e  when work ing  w i t h  
a r c h i v a l  m a t e r i a l .  These a r e  t h e  p rob lem s  o f  s e l e c t i v e  d e p o s i t  
and  s e l e c t i v e  s u r v i v a l  (Webb e t  a l . ,  1968 ,  p. 54;  Cook and 
Campbe l l ,  1979, pp. 230-232) .  B u s i n e s s  a r c h i v e s  a r e  no e x c e p t i o n  
a nd  a s  s u c h  t h e  r e s e a r c h  w i l l  be c a r r i e d  o u t  u n d e r  t h i s  c a v e a t .  
These p r o b le m s  w e re  o b v i a t e d  t o  some e x t e n t  by u s in g  d i f f e r i n g  
m a t e r i a l s  l i k e  d i r e c t o r s ’ m i n u t e s ,  e m p l o y e e  m e m o i r s ,  
c o r r e s p o n d e n c e  b e tw e en  head  o f f i c e  and branch  o f f i c e s ,  a s  w e l l  as  
t h e  f i n a n c i a l  d a t a  s u c h  a s  b o o k s  o f  a c c o u n t  a n d  a c c o u n t i n g  
r e p o r t s .  However,  no amount o f  t r i a n g u l a t i o n  i n  t h i s  s e n se  can 
r e p l a c e  m a t e r i a l s  t h a t  a r e  no l o n g e r  e x t a n t ,  a n d  s o  t h e  
t e m p t a t i o n  t o  e d i t o r i a l i s e  needs  t o  be guarded  a g a i n s t .
Although a r c h i v a l  d a t a  i s  i n f l e x i b l e  and no t  a p p r o p r i a t e  t o  
t h e  e x p e r i m e n t a l  m a n i p u l a t i o n  o f  n a t u r a l  s c i e n c e ,  t h e  non­
r e a c t i v i t y  o f  t h e  d a t a  i s  a n  a d v a n t a g e .  The h i s t o r i c a l  s t u d y  
d o e s  n o t  h a v e  t o  d e a l  w i t h  m a s k i n g  o r  s e n s i t i v i t y  due  t o  t h e  
p r e s e n c e  o f  a r e s e a r c h e r  (Webb,  e t  a l . ,  1966 ,  p. 53) .  The 
h i s t o r i c a l  e v e n t s  and p r o c e s s e s  have been found i n  t h e i r  f u l l  and 
u n i q u e  c o m p l e x i t y  (Rapp ,  1982 ,  p.  3 3 4 ) .  A n o t h e r  s t r e n g t h  o f  
a r c h i v a l  r e s e a r c h  i s  t h e  p o s s i b i l i t y  o f  i n v e s t i g a t i n g  change over  
a r e a s o n a b l e  l e n g t h  o f  t i m e .  T h u s ,  t h e  l o n g i t u d i n a l  n a t u r e  o f  
t h e  r e s e a r c h  has  m ean t  t h a t  a c c o u n t i n g  change can be i n v e s t i g a t e d  
o v e r  a t i m e  s c a l e  o f  f i f t y  y e a r s  (1870  t o  1920) .  L o n g i t u d i n a l  
s t u d i e s  a r e  a l s o  more l i k e l y  t o  be i n t e r e s t e d  i n  t h e  p r o c e s s e s  o f  
change ( P e t t i g r e w ,  1979) .  ^
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The a r c h i v a l  m a t e r i a l  i n s p e c t e d  h a s  been no ted  w i t h i n  each  
c a s e  s t u d i e s .  Any m a t e r i a l  t h a t  i m p i n g e d  on  t h e  p r a c t i c e  o f  
a c c o u n t i n g  h a s  b e e n  e x a m i n e d .  T h i s  h a s  b e e n  c a r r i e d  o u t  u s i n g  
i n f o r m a l  t e c h n i q u e s  a p p r o p r i a t e  f o r  a r c h i v a l  r e s e a r c h  s u c h  as  
s c a n n i n g ,  i n s p e c t i o n ,  and o b s e r v a t i o n .
2 .  A ccounting a s  P r a c tic e d
T h e r e  h a s  b e e n  a d e a r t h  o f  p u b l i s h e d  r e s e a r c h  b a s e d  on 
p r i m a r y  d o c u m e n t s  i n  t h e  a c c o u n t i n g  l i t e r a t u r e .  Hopwood h a s  
s t a t e d  t h a t  " f e w  s t u d i e s  h a v e  b e e n  made o f  t h e  e m e r g e n c e  and  
de v e lo p m en t  o f  p a r t i c u l a r  modes o f  a c c o u n t i n g  p r a c t i c e "  (1983,  p. 
2 9 0 ) .  H o w e v e r ,  t h e r e  h a v e  b e e n  r e c e n t  c a l l s  t o  s t u d y  p r i m a r y  
d o c u m e n t s  (Hopwood ,  1983 ;  f o r t h c o m i n g ;  P a r k e r ,  1977;  Yamey, 
1981) .
Yamey h a s  s t a t e d  t h a t  a " d i s c u s s i o n  o f  t h e  w i d e r  economic  as  
w e l l  a s  t h e  n o n - e c o n o m i c  s i g n i f i c a n c e  o f  a c c o u n t i n g  i n  a 
p a r t i c u l a r  p e r i o d  w i l l  be more f r u i t f u l  i f  i t  can p roceed  on t h e  
b a s i s  o f  w e l l  e s t a b l i s h e d  f a c t s  a b o u t  d e t a i l s  o f  a c c o u n t i n g  
p r a c t i c e s  i n  t h a t  p e r i o d "  (1981,  p. 135). Hopwood s u g g e s t s  t h a t  
"what  i s  needed a r e  more s u b s t a n t i a l  i n v e s t i g a t i o n s  o r i e n t a t e d  
t o w a r d s  p r o v i d i n g  b a s e s  f o r  u n d e r s t a n d i n g  o r  e x p l a i n i n g  t h e  
w o r k in g s  o f  a c c o u n t i n g  i n  a c t i o n "  (1983,  p. 303). In  p a r t i c u l a r  
l i t t l e  i s  known o f  a c c o u n t i n g  methods  and p r a c t i c e s  i n  t h e  second 
h a l f  o f  t h e  n i n e t e e n t h  a n d  e a r l y  t w e n t i e t h  c e n t u r i e s  ( E d w a r d s ,
1 9 8 0 , p. 242 ;  Hopwood,  19 8 1 ,  p.  298;  L ee ,  1975,  p.  34; P a r k e r ,
1981 ,  p .  2 8 3 ) .
What work t h a t  h a s  been done on a c c o u n t in g  p r a c t i c e s  i n  t h i s  
t i m e  p e r i o d  g e n e r a l l y  has  o n l y  examined  how e x t e r n a l  a c c o u n t in g  
p r a c t i c e s  h a v e  e i t h e r  p r e c e d e d  o r  h a v e  r e a c t e d  t o  a c c o u n t i n g  
r e g u l a t i o n  c o n t a i n e d  i n  t h e  company  l e g i s l a t i o n  ( e .g .  s e e  t h e
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E d w a r d s  s t u d i e s  i n  C h a p t e r  Two).  T h i s  r e s e a r c h  w i l l  e x a m i n e  
e x t e r n a l  and  i n t e r n a l  a c c o u n t i n g  p r a c t i c e s .  The s p l i t  be tween  
i n t e r n a l  and  e x t e r n a l  a c c o u n t i n g  p r a c t i c e s  i s  s e e m i n g l y  an 
u n h e l p f u l  d i s t i n c t i o n  when i n v e s t i g a t i n g  t h e  e m e r g e n c e  of 
a c c o u n t i n g  p r a c t i c e s  i n  t h e  l a t e  n i n e t e e n t h  and e a r l y  t w e n t i e t h  
c e n t u r i e s .  I t  was such a d i s t i n c t i o n  t h a t  c o lo u r e d  L i t t l e t o n ’s 
I n v e s t i g a t i o n  o f  t h e  d e v e l o p m e n t  o f  c o s t  a c c o u n t i n g  ( J o h n s o n ,  
f o r t h c o m i n g ) .
Chapter  S i x  w i l l  now i n t r o d u c e  t h e  c a se  s t u d i e s ,  commenting 
among o t h e r  t h i n g s ,  on t h e  s e l e c t i o n  o f  t h e  p a r t i c u l a r  companies ,  




1. B i o g r a p h i c a l  work has  no t  been r e v i e w e d .  However, examples  
o f  such work i n c l u d e :  Cooper and I j i r i ,  1979; F o r r e s t e r ,  1977; 
K i t c h e n  and P a r k e r ,  1980; P r e v i t s  and T a y l o r ,  1979;
S t e w a r t ,  1980.
2 .  For  some o f  t h e  o t h e r  w r i t e r s  i n  t h e  a c c o u n t i n g  l i t e r a t u r e  
who have examined t h e  n a t u r e  and t a s k  o f  a c c o u n t i n g  h i s t o r y  
s e e  B a l a d o u n i ,  1977; G a f f i k i n ,  1981; G l a u t i e r ,  1983; Moseley 
and Usry,  1981; S c h n e id e r ,  1 9 8 4 ; S t e v e l i n c k ,  1982; Yamey,
1981.
3 .  S t r u c t u r e  can be d e f i n e d  as  power a t  one end o f  t h e  spect rum  
o f  meaning o r  a  p a r t i c u l a r  i n s t i t u t i o n  a t  t h e  o t h e r  end ( s e e  
Abrams, 1982) .
4 .  For  a n o t h e r  p e r s p e c t i v e  on t h i s  d e b a t e  i n  h i s t o r i o g r a p h y ,  
s e e  B r e i s a c h  (1983 ,  Ch. 2 3 ) .
5 .  I n  f a c t ,  P e t t i g r e w  i d e n t i f i e s  what  he c a l l s  t h e  l o n g i t u d i ­
n a l - p r o c e s s  ua l  approach  which " i s  more l i k e l y  t o  be i n t e r ­
e s t e d  i n  l a n g u a g e  sys te m s  o f  becoming t h a n  o f  b e i n g .
o f  p r o c e s s e s  o f  s t r u c t u r a l  e l a b o r a t i o n  r a t h e r  t h a n  t h e  
p r e c i s e  d e s c r i p t i o n  o f  s t r u c t u r a l  form,  o f  mechanisms 
t h a t  c r e a t e ,  m a i n t a i n  and d i s s o l v e  sys tem s  o f  p o w e r . . . .  
r a t h e r  t h a n  j u s t  a t t e m p t  t o  c o d i f y  d i s t r i b u t i o n  o f  




IHTRODHCTIO» TO THE CASE STUDIES
A. INTRODUCTION
The l a c k  o f  i n d u c t i v e  c a s e  s t u d y  t y p e  f i e l d  r e s e a r c h  i n  t h e  
a c c o u n t i n g  l i t e r a t u r e  h a s  r e c e n t l y  been  no ted  by s e v e r a l  a u t h o r s  
( B i r n b e r g  e t  a l . ,  1983;  Hagg a n d  H e d l u n d ,  1979;  Hopwood,  1983;  
Kaplan ,  1984, 1985). Kaplan h a s  s t a t e d  t h a t  "a m a j o r  im ped im en t  
t o  c o n d u c t i n g  f i e l d - b a s e d  a c c o u n t i n g  r e s e a r c h  h a s  been a concern  
t h a t  s u c h  r e s e a r c h  w o u l d  be v i e w e d  a s  l e s s  e l e g a n t ,  l e s s  
s c i e n t i f i c ,  and more t im e - c o n s u m i n g  t h a n  t h e  a n a l y t i c ,  e m p i r i c a l ,  
l a b o r a t o r y ,  a n d  s u r v e y  r e s e a r c h  c u r r e n t l y  b e i n g  d o n e  by 
a c c o u n t i n g  a c a d e m ic s "  (1985, p. 3). Kaplan (1985, p. 41) f u r t h e r  
s t a t e d  t h a t  much o f  t h e  t r a d i t i o n a l  a c c o u n t i n g  r e s e a r c h ,  
e s p e c i a l l y  i n  t h e  f i n a n c i a l  a c c o u n t i n g  a r e a  can be pe r fo rm ed  i n  
t h e  r e s e a r c h e r ’ s  o f f i c e ,  a t  t h e  c o m p u t e r  t e r m i n a l ,  and  i n  t h e  
l i b r a r y .  H o w e v e r ,  K a p l a n  c o n t e n d s  t h a t ,  "how" a n d  "why" t y p e  
q u e s t i o n s ,  i n  bo th  t h e  f i n a n c i a l  and management  a c c o u n t i n g  a r e a s  
a r e  b e s t  a n s w e r e d  w i t h i n  t h e  c o n t e x t  o f  a c t u a l  o r g a n i s a t i o n s .  
F u r t h e r m o r e ,  " c a s e  s t u d i e s  w o u l d  seem  t o  p r o v i d e  t h e  i d e a l  
v e h i c l e  f o r  c o m m u n i c a t i n g . . . . d e e p ,  r i c h  s l i c e s  o f  o r g a n i s a t i o n a l  
l i f e "  ( K a p l a n ,  1985 ,  p.  35 ) .
The d e c i s i o n  t o  use t h e  c a se  s tu d y  r e s e a r c h  s t r a t e g y  i n  t h i s  
r e s e a r c h  w as  made  b e c a u s e  o f  i t s  a p p r o p r i a t e n e s s  i n  s t u d y i n g  
a c c o u n t i n g  a s  a  c o n t e x t u a l  p h e n o m e n o n ,  e s p e c i a l l y  a s  t h e  
b o u n d a r i e s  b e tw e e n  a c c o u n t i n g  and i t s  c o n te x t  a r e  no t  d e c i s i v e  -  
t h a t  i s  t h e  i n t e r a c t i v e  n a t u r e  o f  a c c o u n t in g  i s  r e c o g n i s e d  (Yin,
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1981), F u r t h e r m o r e ,  i t  i s  p a r t i c u l a r l y  r e l e v a n t  f o r  h i s t o r i c a l  
r e s e a r c h  i n  a c c o u n t i n g  w h i c h  a i m s  t o  d e s c r i b e  and  e x p l a i n  t h e  
p r o c e s s e s  o f  c h a n g e  i n  a c c o u n t i n g  o v e r  a p a r t i c u l a r  p e r i o d  o f  
t i m e .  However, i n  u s in g  t h i s  r e s e a r c h  s t r a t e g y  t h e  p rob lem s  of  
a n a l y s i n g  t h e  d a t a  and  b u i l d i n g  a d e q u a t e  e x p l a n a t i o n s  a r e  a l s o  
r e c o g n i s e d  ( M i l e s ,  1979).
T h i s  c h a p t e r  w i l l  f i r s t l y ,  g i v e  t h e  r e a s o n s  why t h e  
p a r t i c u l a r  c o m p a n i e s  w h i c h  a r e  t h e  s u b j e c t  o f  t h e  c a s e  s t u d i e s  
were  chosen  and why t h e  p a r t i c u l a r  r e g i o n s  and t i m e  p e r i o d  i n  t h e  
s t u d y  w e r e  s e l e c t e d .  S e c o n d l y ,  t h e  a d v a n t a g e s  and  p r o b l e m s  o f  
t h e  c a se  s tu d y  a pproach  w i l l  be d i s c u s s e d .  And, l a s t l y ,  t h e  way 
t h e  c a s e  s t u d i e s  h a v e  b e e n  o r g a n i s e d  a r o u n d  v a r i o u s  t h e m e s  and  
t o p i c s  w i l l  be d i s c u s s e d .
B. THE SELECTION OF THE CASE STUDIES 
1• S c o tla n d
S c o t l a n d  i s  o n e  o f  f o u r  n a t i o n s  m a k i n g  up t h e  U n i t e d  
Kingdom. I t s  n a t i o n a l  e t h o s  u l t i m a t e l y  h a s  r e s t e d  on  i t s  
economy,  which  dev e lo p e d  by p a r t i c i p a t i n g  i n  f i r s t l y ,  t h e  w o r l d ’s 
f i r s t  wave  o f  i n d u s t r i a l i s a t i o n ;  and  s e c o n d l y ,  i n  one  o f  t h e  
g r e a t e s t  e m p i r e s  w h i c h  by 1870 d o m i n a t e d  t h e  w or ld ,  " S c o t l a n d  
p a s s e d ,  y o k e d  w i t h  E n g l a n d ,  t h r o u g h  t h e  g r e a t  a r c  o f  w o r l d  
a s c e n d e n c y  i n  t r a d e  and  p o w e r  t o  t h e  c h a l l e n g e s  a t  t h e  t u r n  o f  
t h e  c e n t u r y  o f  i n d u s t r i a l  m a t u r i t y  and  o f  t r a d e  a nd  i m p e r i a l  
r i v a l r y "  (Check land  and Checkland ,  1984, p .  3 ) .
The West  o f  S c o t l a n d ,  which  i s  t h e  f o c u s  o f  t h e  s tu d y ,  moved 
from r u r a l  p o v e r t y  t o  i n d u s t r i a l  p r o s p e r i t y  i n  t h e  ce n tu ry  a f t e r  
1760.  H o w e v e r ,  i n  t h e  f i f t y  y e a r s  b e t w e e n ,  I 8 9 O t o  1940,  t h e
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r e g i o n  e x p e r i e n c e d  u n p rec e de n te d  i n d u s t r i a l  p r o s p e r i t y  t o  1910 ,  
t h e  d i s l o c a t i o n  o f  t h e  F i r s t  World War and t h e  a f t e r m a t h  o f  two 
d e c a d e s  o f  u n p a r a l l e l e d  e c o n o m i c  and  s o c i a l  d i s t r e s s  ( S l a v e n ,  
1975 ,  p. 10) .  R a p id  c h a n g e  f i r s t  t o o k  p l a c e  due t o  s t r i k i n g  
g r o w t h  i n  t r a d e ,  e s p e c i a l l y  f r o m  t h e  i m p o r t  and  r e - e x p o r t  o f  
American  tobac c o  be tw een  1750 t o  1770. Other  i n d u s t r i e s  such as 
t e x t i l e s  and l a t e r  c o a l  and i r o n  became e s t a b l i s h e d .  I n  t h e  l a s t  
q u a r t e r  o f  t h e  n i n e t e e n t h  c e n t u r y ,  t e x t i l e s  were o v e r t a k e n  by th e  
combined s t r e n g t h s  o f  s t e e l ,  s h i p s ,  e n g i n e e r i n g  and c o a l .  Yet, 
a s  S l a v e n  p o i n t s  o u t ,  G la s g o w  and  t h e  W e s t  o f  S c o t l a n d ’s 
p r o s p e r i t y  was  v u l n e r a b l e  b e c a u s e  i t  " r e s t e d  h e a v i l y  on t h e  
s i n g l e  group o f  m e t a l  and e n g i n e e r i n g  i n d u s t r i e s ,  and t h e  whole 
s t r u c t u r e  was  g e a r e d  t o  s u p p l y  c a p i t a l  goo d s  t o  d e v e l o p i n g  
n a t i o n s "  ( 1 9 7 5 ,  p. 11) .  The d e p r e s s e d  w o r l d  m a r k e t s  and 
i n c r e a s e d  p r i c e  c o m p e t i t i o n  o f  t h e  1920’s and 1930’s  d i d  much to  
t u r n  t h e  West o f  S c o t l a n d ’s  e a r l i e r  i n d u s t r i a l  s t r e n g t h s  i n t o  i t s  
m a jo r  economic  w eaknesses .
I t  i s  c o n s i d e r e d  t h a t  t h e  W e s t  o f  S c o t l a n d  p r o v i d e s  a good 
ba ckdrop  i n  which t o  s t u d y  t h e  deve lopm en t  o f  a c c o u n t i n g  i n  t h e  
l a t t e r  h a l f  o f  t h e  n i n e t e e n t h  and  e a r l y  t w e n t i e t h  c e n t u r i e s .  
T h i s  i s  b e c a u s e  s u c h  i n d u s t r i a l i s a t i o n  r e q u i r e d  c a p i t a l  
a c c u m u l a t i o n  which saw o r g a n i s a t i o n s  grow i n  s i z e ,  i n c r e a s i n g l y  
u s e  new t e c h n o l o g y  and  d e v e l o p  d i f f e r i n g  a p p r o a c h e s  t o  t h e  
o r g a n i s a t i o n  o f  p r o d u c t i o n  and t r a d i n g .  Also,  i n c r e a s i n g  use was 
made o f  t h e  c o r p o r a t e  form o f  o r g a n i s a t i o n ,  e s p e c i a l l y  a f t e r  the  
Glasgow Bank Crash i n  1878. These k i n d s  o f  changes p rov ide d  th e  
s t i m u l a s  f o r  t h e  i n c r e a s i n g l y  p e r v a s i v e  u s e  o f  a c c o u n t i n g  b o t h  
i n t e r n a l l y  a n d  e x t e r n a l l y  i n  o r g a n i s a t i o n s .  I t  i s  a l s o  
i n t e r e s t i n g  t h a t  t h e  a c c o u n t i n g  p r o f e s s i o n  i n  Glasgow was one o f  
t h e  f i r s t  t o  be r e c o g n i s e d  a s  a p r o f e s s i o n  by Roya l  C h a r t e r  i n
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1853.
2.  The Time P e r i o d  I 87O t o  1920
This  t i m e  p e r i o d  has  been chosen  because  e x t a n t  company
r e c o r d s  o f  s u f f i c i e n t  q u a l i t y  e x i s t  f o r  t h i s  t i m e  p e r i o d .  I t  i s
a  t i m e  when  p r e s s u r e s  f o r  c h a n g e  i n  a c c o u n t i n g  w e r e  b e i n g
a r t i c u l a t e d  t h r o u g h  a v e n u e s  s u c h  a s ,  i n c r e a s i n g  S t a t e  
i n t e r v e n t i o n  i n  a c c o u n t i n g ,  t h e  i n s t i t u t i o n a l i s a t i o n  o f  c r e d i t ,  
t h e  p r o f e s s i o n a l i s a t i o n  o f  a c c o u n t i n g ,  t h e  d e v e l o p m e n t  o f  
i n t e r n a t i o n a l  b u s i n e s s ,  and t h e  i n c r e a s i n g  e n c r o a c h m e n t  o f  
a c c o u n t i n g  w i t h i n  o r g a n i s a t i o n s  b o t h  f o r  c o n t r o l  a n d  
a c c o u n t a b i l i t y  r e a s o n s .  Many h i s t o r i c a l  s t u d i e s  have  lo oked  on ly  
a t  t h e  e f f e c t s  o f  a c c o u n t i n g  r e g u l a t i o n  on  a c c o u n t i n g .  Of 
c o u r s e ,  i f  a  b u s i n e s s  h a d  u t i l i s e d  t h e  c o m p a n y  f o r m  o f  
o r g a n i s a t i o n ,  a r e q u i r e m e n t  t o  keep books o f  a c co u n t  and p r e p a r e  
a n n u a l  a c c o u n t s  e x i s t e d  (1856 C o m p a n ie s  A c t ) .  1 Then t h e  1900 
C o m p a n ie s  A c t  r e q u i r e d  an  a u d i t o r  t o  be  a p p o i n t e d .  H ow e ver ,  a 
l a r g e l y  u n r e g u l a t e d  e n v i r o n m e n t  f o r  a c c o u n t i n g  e x i s t e d  d u r i n g  
t h i s  t i m e .  Th is  i s  i n t e r e s t i n g  b e c au s e  a c c o u n t i n g  r e g u l a t i o n  p e r  
s e  c a n n o t  becom e  a  c a t c h - a l l  e x p l a n a t i o n  f o r  a c c o u n t in g  change 
a n d  o p p o r t u n i t y  i s  g i v e n  t o  e x p l o r e  o t h e r  d e s c r i p t i o n s  and  
e x p l a n a t i o n s  f o r  change. 2
3 . James F in la y  and Company and The Champdany Ju te  
Company L im ited
The two o r g a n i s a t i o n s  chosen  f o r  i n v e s t i g a t i o n  a r e  James 
F i n l a y  and Company and The Champdany J u t e  Company L im i te d .  James 
F i n l a y  and Company’s  o r i g i n  c a n  be t r a c e d  b a c k  t o  1750.  I t  
s t a r t e d  as  a m e r c h a n t  b u s i n e s s  and t h e n  i n  t h e  n i n e t e e n t h  c e n tu r y  
d e v e l o p e d  a m a n u f a c t u r i n g  a s p e c t  t o  t h e i r  b u s i n e s s .  From 1 870
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o n w a r d s  J a m e s  F i n l a y  e m b a r k e d  on  a p r o g ra m m e  o f  e x p a n s i o n  and  
d i v e r s i f i c a t i o n ,  p a r t i c u l a r l y  i n  I n d i a .  This  was unde r ta ken  by 
S i r  J o h n  M u i r  a n d  h i s  s o n s .  I t  w a s  o r g a n i s e d  u n d e r  t h e  
p a r t n e r s h i p  f o rm  o f  o r g a n i s a t i o n  w h i c h  was c o n d u c i v e  t o  t h e  
s t r o n g  d e s i r e  t o  r e t a i n  f a m i l y  c o n t r o l  o f  t h e  b u s i n e s s .  A f t e r  
t h e  d e a t h  o f  t h e  p r i n c i p a l  p a r t n e r .  S i r  J o h n  M u i r ,  t h e  b u s i n e s s  
c o n v e r t e d  t o  a  p r i v a t e  l i m i t e d  com pany  i n  1909 and  i n  1924 was 
f l o a t e d  a s  a p u b l i c  company .  The i n v e s t m e n t  g r o u p - m a n a g i n g  
agency s t r a t e g y  e n a b l e d  James F i n l a y  t o  expand and d i v e r s i f y  and 
y e t  a t  t h e  same t i m e  t o  e c onom ise  on management  s k i l l s  and r e t a i n  
c o n t r o l  o f  t h e i r  expanded  o p e r a t i o n s .
James  F i n l a y  i s  an i n t e r e s t i n g  c o n t e x t  i n  which t o  s tu d y  th e  
use o f  a c c o u n t in g .  Of p a r t i c u l a r  i n t e r e s t  i s  t h e  way a c c o u n t in g  
was used t o  overcome t h e  d i s t a n c e  be tw een  t h e  Glasgow head o f f i c e  
a nd  t h e  o t h e r  b r a n c h e s ,  e s p e c i a l l y  t h o s e  i n  I n d i a .  A c c o u n t i n g  
i n c r e a s i n g l y  was used t o  a d j u d i c a t e  d i s t r i b u t i o n a l  i s s u e s  among 
p a r t n e r s  and e m p lo y e es ,  and became a p e r v a s i v e  d e v ic e  p e r m e a t i n g  
a l l  p a r t s  o f  t h e  o r g a n i s a t i o n  f o r  t h e  p u r p o s e s  o f  c o n t r o l  and  
s u r v e i l l a n c e .
The Champdany J u t e  Company was  one  o f  J a m e s  F i n l a y ’s 
i n v e s t m e n t  c o m p a n i e s .  I t  w a s  f o u n d e d  a s  a p u b l i c  company 
r e g i s t e r e d  i n  S c o t l a n d  i n  1 873 ,  t o  o p e r a t e  j u t e  m i l l s  i n  I n d i a .  
J a m e s  F i n l a y  w e r e  t h e  c o m p a n y ’ s m a n a g i n g  a g e n t s  i n  I n d i a  and 
c o n t r o l l e d  t h e  company i n  S c o t l a n d .  Again t h e  d i s t a n c e  be tween  
Glasgow and I n d i a  p r o v i d e d  a s t i m u l u s  f o r  a c c o u n t i n g  deve lopment .  
A l s o ,  t h e  o w n e r s h i p  s t r u c t u r e ,  w i t h  J a m e s  F i n l a y ’ s d i f f i c u l t  
p o s i t i o n  a s  b o t h  o w n e r s  and  m a n a g e r s ,  p r o v i d e d  a n  i n t e r e s t i n g  
c o n t e x t  i n  w h i c h  a c c o u n t i n g  b e c a m e  e m b r o i l e d  i n  c e r t a i n  
d i s t r i b u t i o n a l  i s s u e s .
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James F i n l a y  was e s s e n t i a l l y  a company p r o v i d i n g  m a n a g e r i a l ,  
f i n a n c i a l  and  m e r c h a n t  t r a d i n g  s e r v i c e s .  E m p l o y e e s  w e r e  t h e  
c o m p a n y ’s p r i m a r y  r e s o u r c e s .  A c c o u n t i n g  i n f o r m a t i o n  t h r o u g h  
employee  c o n t r a c t i n g  and p a r t n e r s h i p  c o n t r a c t i n g  was i n t i m a t e l y  
i n t e r t w i n e d  w i t h  t h e  m o t i v a t i o n  and c o n t r o l  o f  employees .  The 
Champdany J u t e  Company,  on t h e  o t h e r  h a n d ,  was  a m a n u f a c t u r i n g  
company o p e r a t i n g  i n  I n d i a .  A ccoun t ing  i n f o r m a t i o n  was used i n  
t h e  p r o d u c t i o n  p r o c e s s  and was e m b r o i l e d  i n  d i s t r i b u t i o n a l  i s s u e s  
b e t w e e n  m a j o r i t y  and  m i n o r i t y  s h a r e h o l d e r s  a s  i t  w as  a  p u b l i c  
company.
As a l r e a d y  n o t e d ,  t h e  a r c h i v a l  m a t e r i a l ,  a l t h o u g h  n o t  
c o m p l e t e ,  i s  o f  good q u a l i t y  and  q u a n t i t y  i n  t e r m s  o f  f i n a n c i a l  
a n d  n o n - f i n a n c i a l  d a t a .  What  h a s  b e e n  p a r t i c u l a r l y  i n s i g h t f u l  
f o r  e x a m i n i n g  t h e  p r o c e s s e s  o f  a c c o u n t i n g  c h a n g e ,  i s  t h e  
e x i s t e n c e  o f  p a r t n e r s h i p  m i n u t e s ,  d i r e c t o r s ’ m i n u t e s ,  management  
m i n u t e s  a n d  v a r i o u s  c o r r e s p o n d e n c e  f i l e s  w h i c h  h a v e  p r o v i d e d  
i n t e r e s t i n g  e x p l a n a t i o n s  and p e r s p e c t i v e s ,
C. THE CASE STUDY APPROACH
H i s t o r i c a l  c a s e  s t u d i e s ,  a s  a l r e a d y  s t a t e d ,  a r e  
c o n s i d e r e d  an  a p p r o p r i a t e  r e s e a r c h  s t r a t e g y  f o r  t h e  c o n t e x t u a l  
s t u d y  o f  a c c o u n t i n g  a s  i t  w as  p r a c t i c e d .  A c a s e  s t u d y  a p p r o a c h  
p r o v i d e s  t h e  p o s s i b i l i t y  o f  a  r i c h ,  more nuanced u n d e r s t a n d i n g  o f  
t h e  p r o c e s s e s  o f  a c c o u n t i n g  c h a n g e .  I t  i s  a l s o  b e s t  s u i t e d  t o  
e x a m i n i n g  t h e  d e v e l o p m e n t  o f  a c c o u n t i n g  i n  i t s  i m m e d i a t e  and  
w i d e r  c o n t e x t s ;  f o r  e x p l o r i n g  t h e  c o n s t i t u t i v e  r o l e  o f  
a c c o u n t i n g ;  and  f o r  o v e r c o m i n g  t h e  d u a l i s t i c  a c c o u n t i n g -  
e n v i r o n m e n t  m ode l  o f  c h a n g e .  F u r t h e r m o r e ,  i t  w i l l  g i v e  a 
h o l i s t i c  v iew  o f  t h e  deve lopm en t  o f  a c c o u n t i n g  (Hagg and Hedlund,
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1979).
H i s t o r i c a l  c a s e  s t u d i e s ,  o f  t h e  n a t u r e  c a r r i e d  o u t  i n  t h i s  
s t u d y ,  a r e  n o t  t h a t  s u s c e p t i b l e  t o  t h e  a p p l i c a t i o n  o f  
e x p e r i m e n t a l  d e s i g n  and  c o n t r o l .  C o n s e q u e n t l y ,  t h e  r e s u l t s  o f  
ca se  s t u d i e s  a r e  g e n e r a l l y  l i m i t e d  i n  t h e i r  i n t e r n a l  and e x t e r n a l  
v a l i d i t y .  A l s o ,  t h e  w h o l e  a p p r o a c h  i n  c a s e  s t u d y  r e s e a r c h  i s  
l e s s  w e l l - s p e c i f i e d  and  g e n e r a l l y  " l o o s e r "  (Hagg and  H e d l u n d ,  
1979 ,  p. 4 1 ) .  A l t h o u g h  t h e r e  a r e  p r o b l e m s  o f  t h i s  n a t u r e ,  i f  
e v a l u a t e d  i n  t e r m s  o f  t r a d i t i o n a l  q u a s i - e x p e r i m e n t a l  methods,  t h e  
e x p e c t e d  b e n e f i t s  o f  t h e  c a s e  s t u d y  m e t h o d  a r e  p a r t i c u l a r l y  
s u i t e d  t o  h i s t o r i c a l  r e s e a r c h  which a im s  a t  e xam in ing  a c c o u n t i n g  
d e v e l o p m e n t  i m p l i c i t l y  a nd  c o n t e x t u a l l y .  Case  s t u d y  r e s e a r c h  
a l s o  h a s  p o t e n t i a l  t o  g e n e r a t e  i d e a s  f o r  f u r t h e r  r e s e a r c h .
I t  i s  b e c a u s e  o f  t h i s  g e n e r a l l y  l e s s  w e l 1 - s p e c i f i e d  and 
l o o s e r  a p p r o a c h  t h a t  M i l e s  h a s  s u g g e s t e d  t h a t  t h e  c e n t r a l  
d i f f i c u l t y  w i t h  c a s e  s t u d y  r e s e a r c h  i s  t h a t  t h e  m e t h o d s  o f  
a n a l y s i s  a r e  n o t  w e l l  f o r m u l a t e d  ( 1 9 7 9 ,  p. 5 90 ) .  Case s t u d y  
r e s e a r c h  "does  n o t  have  a  s e t  o f  c l e a r l y  d e l i n e a t e d  dependen t  and 
i n d e p e n d e n t  v a r i a b l e s .  The a b s en c e  o f  a  l i m i t e d  number o f  w e l l -  
d e f i n e d  v a r i a b l e s  d i s t i n g u i s h e s  c a s e - s t u d y  d e s c r i p t i v e  r e s e a r c h  
from o t h e r  t y p e s  o f  r e s e a r c h "  (Simon,  1978, a s  quo ted  i n  Kaplan,  
1985 ,  p.  12) .
Although  t h i s  i s  a d i f f i c u l t y  w i t h  ca se  s tu d y  r e s e a r c h  i t  i s  
a l s o  c o n s i d e r e d  o n e  o f  i t s  s t r e n g t h s  a s  i t  a f f o r d s  t h e  
p o s s i b i l i t y  f o r  r i c h  d e s c r i p t i o n s  o f  a c c o u n t i n g  c h a n g e  i n  i t s  
o r g a n i s a t i o n a l  and  s o c i a l  c o n t e x t .  S e c t i o n  D w i l l  now e x p l a i n  
how t h e  c a s e  s t u d i e s  h a v e  b e e n  o r g a n i s e d  and  t h e  way i n  w h i c h  
e x p l a n a t i o n s  and a n a l y s i s  have been c a r r i e d  o u t .
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D. ORGANISATION OF THE CASE STUDIES
The c a s e  s t u d i e s  a im t o  be d e s c r i p t i v e ,  e x p l a n a t o r y  and 
i n t e r p r e t a t i v e .  Each  c a s e  s t u d y  h a s  b e e n  a r r a n g e d  t o  g i v e  
c o n t e x t u a l  i n f o r m a t i o n  and s p e c i f i c  d e s c r i p t i o n s  and a n a l y s i s  o f  
a c c o u n t i n g .  Each s t u d y  has  been o r g a n i s e d  c h r o n o l o g i c a l l y  w i t h i n  
c o n c e p t u a l  them es  o f  a n a l y s i s  ( P a t t o n ,  1980). The case  d a t a  has  
b e e n  c l u s t e r e d  a r o u n d  c e r t a i n  c o n c e p t u a l  t h e m e s  s o  t h a t  t h e  
v i s i b i l i t y  o f  c e r t a i n  i s s u e s  i s  e m p h a s i s e d .  The c h o i c e  o f  t h e  
s p e c i f i c  them es  and t o p i c s  o f  a n a l y s i s  was no t  d e t e r m i n e d  a t  t h e  
b e g in n i n g  o f  t h e  r e s e a r c h  by any g e n e r a l  t h e o r e t i c a l  p r i n c i p l e s  
o r  m o d e l .  R a t h e r ,  t h e  t h e m e s  o f  a n a l y s i s  h a v e  b e e n  m o s t l y  
g e n e r a t e d  from w i t h i n  t h e  a r c h i v a l  m a t e r i a l  i t s e l f .  However, t h e  
d e c i s i o n  t o  a n a l y s e  t h e  d a t a  i n  t h i s  way h a s  b e e n  g o v e r n e d  by a 
d e s i r e  t o  g r o u n d  t h e  d e s c r i p t i o n  and a n a l y s e s  o f  a c c o u n t i n g  
change i n  i t s  c o n t e x t ;  t o  v iew  a c c o u n t i n g  as  be in g  an i n t e r e s t e d  
and  c o n s t i t u t i v e  ( a s  w e l l  a s  r e f l e c t i v e )  ph e n o m e n o n ;  and t o  
impose  no p r e - d e t e r m i n e d  p a th  o f  deve lopm ent  on a c c o u n t in g .  The 
c o n c e p t u a l  t h e m e s  o f  a n a l y s i s ,  t h e r e f o r e ,  h a v e  b e e n  g r o u n d e d  
e m p i r i c a l l y  and c o n t e x t u a l l y  i n  t h e  a r c h i v a l  m a t e r i a l  and because  
o f  t h e  dynamic  c o n t i n u o u s  i n t e r a c t i o n  w i t h  t h e  a r c h i v a l  m a t e r i a l ,  
f l e x i b i l i t y  h a s  e x i s t e d  f o r  m o d i f y i n g  t h e  t o p i c s  and  t h e m e s  o f  
a n a l y s i s  a s  t h e  r e s e a r c h  p r o g r e s s e d  (Y in ,  1981,  p. 6 0 ) .  The 
r e f i n e m e n t  o f  them es  and t o p i c s  o f  a n a l y s i s  and t h e  b a l a n c in g  o f  
e x p l a n a t o r y  s c o p e  a n d  e m p i r i c a l  d e t a i l  w e r e  c o n s t a n t  
c o n s i d e r a t i o n s  i n  r e s e a r c h  (Abrams,  19 82,  p. 2 0 9 ) .
T h e s e  h i s t o r i c a l  c a s e  s t u d i e s  o f  a c c o u n t i n g  c h a n g e  ha ve  
s o u g h t  t o  h i g h l i g h t  t h e  c o m p l e x  i n t e r p l a y  o f  i n d i v i d u a l s ,  
o r g a n i s a t i o n s ,  i n s t i t u t i o n s ,  i s s u e s  and  p r o c e s s e s  i n  w h ic h  
a c c o u n t i n g  h a s  been i m p l i c a t e d .  They have sough t  to  be d e t a i l e d .
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e a c h  h i g h l i g h t i n g  the p a r t i c u l a r  and v a r y i n g  f eatures of each 
s tu d y  o f  accounting change; and they have approached the study of  
accounting change emphasising discontinuity, unintended outcomes ,  
c o n f l i c t ,  p o w e r  and t e n s i o n  in and around a c c o u n t i n g  - thus 
h i g h l i ^ i t i n g  the interested nature of the accounting endeavor.
To r e c a p i t u l a t e ,  t h e  aim of t h e  ca se  s t u d i e s  i s  t o  p r e s e n t  a 
m e a n i n g f u l  h i s t o r i c a l  i n t e r p r e t a t i o n  of a c c o u n t i n g .  I t  i s  a 
m e a n in g fu l  i n t e r p r e t a t i o n  i n  t h e  s e n s e  t h a t  c a r e f u l  a t t e n t i o n  has 
been p a i d  t o  t h e  c o n t e x t s  i n  which  a c c o u n t in g  h a s  been p r a c t i c e d  
a n d  t h a t  i t  i s  o f  i n t e r e s t  i n  t h e  p r e s e n t  b e c a u s e  o f  t h e  d e a r t h  
o f  s t u d i e s  d e s c r i b i n g  a c c o u n t i n g  i n  a c t i o n .  Al though no g e n e r a l  
t h e o r e t i c a l ,  h i s t o r i c a l  m o d e l  o r  e x p l i c i t  h y p o t h e s i s  t e s t i n g  
approach  h a s  been  used ,  v a r i o u s  c o n c e p t u a l  l e n s e s  have been used,  
i n  d y n a m i c  i n t e r a c t i o n  w i t h  t h e  h i s t o r i c a l  d a t a ,  i n  o r d e r  t o  
d e f i n e  t o p i c a l  c o n c e r n s  a n d  t o  g u i d e  t h e  s e l e c t i o n  a n d  
p r e s e n t a t i o n  o f  t h e  a r c h i v a l  m a t e r i a l .  The p a r t i c u l a r  emphas i s  
o f  s i n g l e - c a s e  s t u d i e s  i s  t h a t  t h e y  " s t r e s s  t h e  p o r t r a y a l  of 
g i v e n  t i m e s  and p l a c e s  i n  much o f  t h e i r  r i c h  c o m p l e x i t y ,  and they  
pay a t t e n t i o n  t o  t h e  o r i e n t a t i o n s  o f  t h e  a c t o r s  a s  w e l l  a s  t o  t h e  
i n s t i t u t i o n a l  a nd  c u l t u r a l  c o n t e x t s  i n  w h i c h  t h e y  o p e r a t e "  
( S k o c p o l ,  1 9 8 4 ,  p .  3 71 ) .
James  F i n l a y  and Company i s  p r e s e n t e d  i n  Chapter  Seven and 
The Champdany J u t e  Company L i m i t e d ’s  c a s e  s t u d y  f o l l o w s  i n  




1. The 1856 Companies Act was t h e  f i r s t  Companies Act a p p l i c a b l e  
i n  S c o t l a n d ,
2 ,  Agency t h e o r y  e x p l a i n s  t h e  deve lopm ent  o f  a c c o u n t i n g  i n  te rms  
o f  u n r e g u l a t e d  and r e g u l a t e d  economies .  B u r c h e l l  e t  a l . ,  
( 1985) however ,  make t h e  i m p o r t a n t  p o i n t  t h a t  a l t h o u g h  
" s t a t e  i n t e r v e n t i o n  i n t o  t h e  economy has  been o f  enormous 
i m p o r ta n c e  f o r  t h e  deve lopm ent  o f  a c c o u n t i n g . . .  .T h i s ,  
however ,  does  n o t  mean t h a t  i t  i s  i m p o s s i b l e  t o  c o n s t r u c t
a  more nuanced p i c t u r e  t h a n  t h a t  which t h e  dichotomy be­
tween a  r e g u l a t e d  and u n r e g u l a t e d  s t a t e  a l l o w s  and ,  a t  
t h e  same t i m e ,  s t u d y  i n  g r e a t e r  d e t a i l  t h e  p r o c e s s e s  o f  




JAMES FINLAT AND COMPANY
A. INTRODUCTION
The a im  o f  t h i s  h i s t o r i c a l  c a s e  s t u d y  i s  t o  e x a m i n e  how t h e  
a c c o u n t i n g  c r a f t  was i n v o l v e d  i n  James  F i n l a y  and Company from 
a round  I 87O t o  1920.
Jam es  F i n l a y  and Company p r o v i d e s  an i n t e r e s t i n g  c o n t e x t  i n  
which t o  s t u d y  a c c o u n t i n g .  I t s  a r e a s  o f  i n t e r e s t  up t o  1870 were 
c o t t o n  m a n u f a c t u r i n g  and m e r c h a n t  t r a d i n g  a c t i v i t i e s .  A f t e r  1870 
t h e  co m p a n y  e x p a n d e d  i n t o  I n d i a  and  Burm a ,  a nd  h a d  a g e n t s  a l l  
o v e r  t h e  w o r l d .  They e x p a n d e d  t h e i r  o p e r a t i o n s ,  among o t h e r  
a r e a s ,  i n t o  t e a  a n d  j u t e ,  a n d  p r o v i d e d  v a r i o u s  f i n a n c i a l  
s e r v i c e s .  T h i s  e x p a n s i o n  w as  l e d  by t h e  e n t r e p r e n e u r i a l  and  
a d m i n i s t e r i a l  t a l e n t s  o f  S i r  John  Muir.
At t h e  t u r n  o f  t h e  t w e n t i e t h  c e n tu r y ,  James F i n l a y  was one 
o f  S c o t l a n d ’s  l a r g e s t  b u s i n e s s  c o n c e r n s .  O r g a n i s a t i o n a l l y ,  t h e  
company  m a i n t a i n e d  t h e  p a r t n e r s h i p  f o r m  r i g h t  up t o  1909,  
o p e r a t i n g  t h ro u g h  j o i n t  s t o c k  s u b s i d i a r i e s .  Th is  t i m e  p e r i o d  was 
one o f  e x p a n s i o n  and c o n s o l i d a t i o n .
The c a se  s tu d y  w i l l  examine  t h e  r o l e  o f  a c c o u n t in g  w i t h i n  
t h e  o r g a n i s a t i o n  t o  s e e  how i t  was  i m p l i c a t e d  a t  v a r i o u s  
o r g a n i s a t i o n a l  l e v e l s .  The c a s e  s tu d y  w i l l  f i r s t  examine James  
F i n l a y ’s  b a c k g r o u n d  and  i t s  o r g a n i s a t i o n a l  d e v e l o p m e n t  and  
s e c o n d l y ,  e x a m i n e  t h e  r o l e  o f  a c c o u n t i n g  w i t h i n  t h e  i m m e d i a t e  
o r g a n i s a t i o n a l  c o n t e x t  and  w i d e r  s o c i o - c u l t u r a l  c o n t e x t .  T h i s  
w i l l  be d one  by d e v e l o p i n g  t h e m e s  g r o u n d e d  i n  t h e  e x t a n t
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a c c o u n t i n g  and  b u s i n e s s  i n f o r m a t i o n .  D e t a i l s  w i l l  be g i v e n  on 
t h e  k i n d s  o f  f i n a n c i a l  i n f o r m a t i o n  p r o d u c e d ,  t h e  c o n t r a c t u a l  
i n f l u e n c e s  t h r o u g h  p a r t n e r s h i p  a g r e e m e n t s  a n d  e m p l o y m e n t  
c o n t r a c t s ,  l e g i s l a t i v e  and  f i s c a l  c o n s i d e r a t i o n s ,  t r u s t e e  and 
f i d u c i a r y  i n f l u e n c e s ,  t h e  i n f l u e n c e  o f  management  s t y l e s ,  and t h e  
u se  o f  p r o f e s s i o n a l  a c c o u n t a n t s  i n t e r n a l  and e x t e r n a l  t o  t h e  
o r g a n i s a t i o n .
The c a s e  s t u d y  w i l l  h i g h l i g h t  how a c c o u n t i n g  was  u s e d  t o  
overcome t h e  d i s t a n c e  b e tw e en  t h e  Glasgow head  o f f i c e  and o t h e r  
b r a n c h e s  i n  t h e  o r g a n i s a t i o n ,  b o t h  i n  B r i t a i n  and  i n  o t h e r  
o v e r s e a s  l o c a t i o n s ,  c h i e f l y  i n  I n d i a .  I t  w i l l  be s h o w n ,  among  
o t h e r  t h i n g s ,  t h a t  a c c o u n t i n g  d e v e l o p e d  a s  a  ke y  m e c h a n i s m  o f  
c o n t r o l  a nd  s u r v e i l l a n c e  i n  t h e  o r g a n i s a t i o n  and  t h a t  i t s  
d e c i s i o n  making r o l e  was v i r t u a l l y  n o n - e x i s t e n t .
B. COMPANY BACKGROUND AND DEVELOPMENT
1 . Background t o  I 87O
James F i n l a y  & Co. was s t a r t e d  i n  Glasgow a bou t  t h e  y e a r  
1750. J a m e s  F i n l a y  d e v e l o p e d  t h e  b u s i n e s s  a s  a  m e r c h a n t  
p r i m a r i l y  i m p o r t i n g  l i n e n  y a r n  and e x p o r t i n g  l i n e n .
J a m e s  F i n l a y ’s  s o n ,  K i r k m a n ,  c a r r i e d  on  t h e  b u s i n e s s  upon  
h i s  f a t h e r ’ s  d e a t h  i n  179Q. I n  1799 he  e x p a n d e d  t h e  b u s i n e s s  
i n t o  t h e  m a n u f a c t u r e  o f  c o t t o n  by p u r c h a s i n g  t h e  B a l l i n d a l l o c h  
W orks .  A r c h i b a l d  B u c h a n a n ,  a f r i e n d  and  p u p i l  o f  S i r  R i c h a r d  
A rk w r ig h t ,  was made a j u n i o r  p a r t n e r  and g iv e n  t h e  management  o f  
t h e  works.  More c o t t o n  works  were pu rch a s e d  i n  1801 a t  C a t r i n e  
and i n  1808 a t  Deanston.  By 1805 t h e y  had commenced power loom 
w e a v i n g  a t  C a t r i n e  and t o o k  a d v a n t a g e  o f  a l l  t h e  t e c h n i c a l
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I n n o v a t i o n s  t h a t  t r a n s f o r m e d  t h e  c o t t o n  i n d u s t r y  a t  t h i s  t ime.^
A r c h ib a ld  Buchanan r e s i d e d  n e a r  t h e  C a t r i n e  m i l l  and v i s i t e d  
t h e  o t h e r  tw o  m i l l s  a t  l e a s t  t w i c e  a y e a r  ( C r o u z e t ,  1985 ,  p. 
189) .  He was t h e  t e c h n i c a l  b r a i n s  b e h i n d  t h e  s u c c e s s  o f  J a m e s  
F i n l a y  and Company. He t r a i n e d  o t h e r s  i n  t h e  f i r m ,  most  n o t a b l y  
h i s  ne p h e w ,  J a m e s  S m i t h  ( L y t h e  and  B u t t ,  1975,  p. 186) .  I t  was 
t h e i r  e a r l y  s u c c e s s  i n  t h e  c o t t o n  i n d u s t r y  t h a t  c a u s e d  them  t o  
b u i l d  f u r t h e r  t h e i r  m erc h an t  c o n n e c t io n s  and d e ve lop  t r a d e  w i t h  
Germany and o t h e r  C o n t i n e n t a l  European c o u n t r i e s  (Brogan,  1951, 
Ch. 3) .
I n  1806 ,  J a m e s  F i n l a y  t o o k  o v e r  t h e  b u s i n e s s  o f  E a s t o n ,  
A s h t o n  & Co., who w e r e  e x t e n s i v e  e x p o r t e r s  o f  c o t t o n  and  o t h e r  
g o o d s  t o  t h e  C a r i b b e a n  and  S o u t h  A m e r i c a .  T h i s  l e d  t o  t h e  
e s t a b l i s h m e n t  o f  c o n n e c t i o n s  i n  Nor th America,  f rom where  t hey  
s e r v i c e d  t h e s e  new m a rk e t s .
Dur ing  t h e  N a p o le o n ic  Wars , Kirkman F i n l a y  e x p o r t e d  c o t t o n  
y a r n ,  c o t t o n s  and c o l o n i a l  p r o d u c e ,  and a f t e r  1813 he e n t e r e d  t h e  
E a s t  I n d i a  t r a d e  on a l a r g e  s c a l e .  Kirkman F i n l a y  was c o m p l e t e l y  
a g a i n s t  a ny  r e s t r i c t i o n s  on t r a d e .  The E a s t  I n d i a  Company’s 
monopoly o f  bo th  t r a d e  t o  I n d i a  and China p a r t i c u l a r l y  i r r i t a t e d  
h im  a nd  he  s p o k e  o u t  v i g o r o u s l y  f o r  f r e e  t r a d e  w h i l e  h e  was a 
member f o r  P a r l i a m e n t  and was i n s t r u m e n t a l  i n  ope n ing  up t h e  E a s t  
I n d i a  t r a d e .  The p a r t n e r s h i p  was  e s t a b l i s h e d  a s  m e r c h a n t s  and 
i n d u s t r i a l i s t s ,  r a t h e r  t h a n  m e r c h a n t s  t u r n e d  i n d u s t r i a l i s t s  
( B r o g a n ,  1951 ,  pp.  3 - 4 ;  6 - 7 f f . ) .
The c o t t o n  m a n u f a c t u r i n g  s i d e  o f  t h e  b u s in e s s  was pu t  up f o r  
s a l e  o n  t h e  d e a t h  o f  K i r k m a n  F i n l a y  i n  184 3.  O n l y  t h e  
B a l l i n d a l l o c h  Works were  s o ld .  The p a r t n e r s  dec ided  t o  keep t h e  
C a t r i n e  and Deans ton  m i l l s  i n  o p e r a t i o n .
The s e n i o r  p a r t n e r  f rom 1850 t o  1857 was James Buchanan, who
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was  t h e  b r o t h e r  o f  A r c h i b a l d .  I n  1 853 t h e y  i n v e s t e d  h e a v i l y  i n  
t h e  c o t t o n  w o r k s ,  e n a b l i n g  t h e m  t o  keep  c o m p e t i t i v e  i n  an 
i n c r e a s i n g l y  c o m p e t i t i v e  e n v i r o n m e n t .  James d a r k  t o o k  over  as  
s e n i o r  p a r t n e r  i n  1857 ,  and  i n  1858 J a m e s  F i n l a y  m erg e d  w i t h  
a n o t h e r  f i r m  o f  m e r c h a n t s ,  W i l s o n ,  Kay and  Company. T h i s  g a v e  
f u r t h e r  g row th  t o  t h e  t r a d i n g  s i d e  o f  t h e  company.
With c o t t o n  m a n u f a c t u r i n g  becoming  l e s s  p r o f i t a b l e  f rom t h e  
1860’s  onwards  and t h e  i n c r e a s i n g  dominance o f  John  Muir  i n  t h e  
b u s i n e s s ,  J a m e s  F i n l a y  e n t e r e d  a n  e x p a n d i n g  a n d  d i v e r s i f y i n g
pha se  i n  i t s  h i s t o r y .  John Muir  deve loped  t e a  and j u t e  i n t e r e s t s
i n  I n d i a ,  a n d  a l t h o u g h  c o t t o n  m a n u f a c t u r e  c o n t i n u e d  a t  C a t r i n e  
and Deans ton ,  i t  became a l e s s  p r o m in e n t  a s p e c t  o f  t h e  b u s i n e s s .
2 .  Company D eveloiM ent 1870 -  1920 
a . The Dominance o f  S ir  J<An Muir
From 1861, when he  j o i n e d  James F i n l a y ,  t o  h i s  d e a th  
i n  1903, S i r  John  Muir expanded t h e  f i r m  t o  be one o f  t h e  l a r g e s t  
i n  S c o t l a n d  a t  t h e  t u r n  o f  t h e  t w e n t i e t h  c e n t u r y .  H i s  
e n t r e p r e n e u r i a l  a b i l i t i e s  l e d  t h e  f i r m  i n t o  a r e a s  s u c h  a s  t h e  
f l o a t i n g  o f  j u t e  and t e a  com pan ies ,  s h i p p i n g ,  c o a l ,  i n d i g o ,  t r a d e  
i n  c o l o n i a l  p roduce ,  t h e  p r o v i d i n g  o f  v a r i o u s  f i n a n c i a l  s e r v i c e s  
and i n s u r a n c e .  John  Muir  was a b l e  t o  f i n a n c e  such e xpa ns ion  by 
t h e  r e t i r i n g  p a r t n e r s  m a i n t a i n i n g  t h e i r  c a p i t a l  i n  t h e  b u s i n e s s  
and on ly  w i t h d r a w i n g  i t  s l o w l y  on an ag reed  b a s i s .  This  e na b le d  
h im  t o  d e v e l o p  t h e  b u s i n e s s  w i t h o u t  t h e  ne e d  t o  r a i s e  l a r g e r  
a m o u n t s  o f  c a p i t a l .  A l s o ,  by 1 882 ,  he  h a d  t o t a l  c o n t r o l  o f  t h e  
p a r t n e r s h i p  and he was t h e  s o l e  p r o p r i e t a r y  p a r t n e r  up t o  1902.
A f t e r  b e in g  a d m i t t e d  t o  t h e  p a r t n e r s h i p  i n  i860 w i t h  a two 
f o r t i e t h s  s h a r e  o f  t h e  p r o f i t s  and  l o s s e s ,  J o h n  M u i r  g r a d u a l l y
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g a i n e d  d o m i n a n c e  w i t h i n  t h e  f i r m .  I n  1863 ,  when J .  W i l s o n  
r e t i r e d  f r o m  t h e  p a r t n e r s h i p ,  J o h n  M u i r  came t o  a p r i v a t e  
a r r a n g e m e n t  b e t w e e n  W i l s o n ,  h i s  f a t h e r  (H. B. M u i r  who had  a t  
t h i s  s t a g e  a f i v e  f o r t y - s e co n d th s  s h a r e ) ,  and h i m s e l f ,  where he 
b o r r o w e d  £ 3 0 , 0 0 0  f r o m  W i l s o n .  T h i s  b o o s t e d  h i s  s h a r e  i n  t h e  
p a r t n e r s h i p  t o  s e v e n  f o r t y - s e c o n d t h s  ( P a r t n e r s h i p  Agreement,  29 
March 1863, UGD 91 /88) .
Up u n t i l  h i s  r e t i r e m e n t  i n  1867, James C la rk  was t h e  s e n i o r  
p a r t n e r  i n  t h e  f i r m .  The p a r t n e r s h i p  t h a t  s t a r t e d  up i n  Bombay 
i n  1 862 w a s ,  i n  f a c t ,  named  F i n l a y  C l a r k .  On h i s  r e t i r e m e n t  i n  
1 8 6 7 , J a m e s  C l a r k  r e c e i v e d  one  q u a r t e r  o f  h i s  c a p i t a l  on  
r e t i r e m e n t  a n d  t h e  r e m a i n i n g  t h r e e  q u a r t e r s  was  p a i d  o u t  o v e r  
t h r e e  y e a r s .  A new p a r t n e r s h i p  a g re e m e n t  was r e a c h e d ,  w i t h  t h e  
p a r t n e r s  h a v i n g  t h e  f o l l o w i n g  s h a r e s :  J o h n  F i n l a y  ( s o n  o f
K i r k m a n ) ,  5 s h a r e s ;  A r c h i b a l d  B u c h a n a n  ( s o n  o f  A r c h i b a l d ) ,  5 
s h a r e s ;  A le x a n d e r  Kay, 7 s h a r e s ;  John  Muir ,  7 s h a r e s ;  H. B. Muir,  
5 s h a r e s ;  and,  R obe r t  B a r c l a y ,  2 s h a r e s  ( P a r t n e r s h i p  Agreement,  
29 Sep tem ber  I 867, UGD 91 /8 ) .
I n  I 87O t h e  f i r m ’s C a l c u t t a  branch  s t a r t e d  o p e r a t i o n  under 
t h e  name o f  F i n l a y  Muir ,  r e f l e c t i n g  t h e  M uir s ’ dominance o f  t h e  
p a r t n e r s h i p .  John  Muir ’s  c a p i t a l  i n  t h e  p a r t n e r s h i p  a t  t h i s  t i m e  
was £119,746 o u t  o f  £451,524.  John  Muir’s  c o n t r o l l i n g  i n f l u e n c e  
was i n c r e a s e d  by 1874 a f t e r  t h e  d e a th s  o f  Rober t  B a r c la y  i n  186 8, 
and John F i n l a y  i n  1872, t h e  r e t i r e m e n t  o f  h i s  f a t h e r  i n  1873 and 
A l e x a n d e r  Kay b e c o m i n g  a l i m i t e d  p a r t n e r  f ro m  1 J a n u a r y ,  1874. 
I n  1874 a new p a r t n e r s h i p  a g r e e m e n t  was  e n t e r e d  i n t o  by A. 
B u c h a n a n  (5  s h a r e s )  and  J o h n  M u i r  (9  s h a r e s ) .  W. L. W atson  
(London o f f i c e )  and A. M. Brown (Glasgow o f f i c e )  were made j u n i o r  
p a r t n e r s ,  each r e c e i v i n g  two t w e n t y - n i n t h s  s h a r e s .  However, they
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w e r e  n o n - p r o p r i e t a r y  p a r t n e r s  i n  t h e  s e n s e  t h a t  t h e  h e r i t a b l e  
p r o p e r t y  and t h e  g o o d w i l l  o f  t h e  b u s i n e s s  be longed  e x c l u s i v e l y  to  
Buchanan and Muir.  The o t h e r  e l e v e n  t w e n t y - n i n t h s  s h a r e s  were t o  
be used i n  d i s c h a r g i n g  t h e i r  o b l i g a t i o n s  t o  t h e  r e t i r i n g  p a r t n e r s  
( P a r t n e r s h i p  Agreement ,  2 Se p tem be r  1874, UGD 91/8) .
I n i t i a l l y ,  A. Kay a g re e d  t o  l e a v e  £100,000 o f  h i s  c a p i t a l  i n  
t h e  b u s i n e s s  f o r  t h r e e  y e a r s .  He was g u a r a n t e e d  a g a i n s t  a l l  
l o s s e s  and  was  t o  r e c e i v e  i n t e r e s t  a t  f i v e  p e r  c e n t .  He was  t o  
c o n t i n u e  t o  h a v e  u s e  o f  a n  o f f i c e  i n  G la sgow  a nd  h e  a g r e e d  t o  
keep h i s  r e t i r e m e n t  q u i e t  u n t i l  t h e  end o f  I 876 (Agreement ,  1874, 
UGD 9 1 / 8) .  T h i s  a g r e e m e n t  w a s  r e n e w e d  i n  1874.  The i n t e r e s t  
r a t e  w as  i n c r e a s e d  t o  e i g h t  p e r  c e n t  and  h e  was now n o t  t o  make 
h i s  r e t i r e m e n t  p u b l i c  u n t i l  I 8 8 O ( A g r e e m e n t ,  7 J u l y  1876 ,  UGD 
9 1 / 8) .  Kay’s  c a p i t a l  was  s u b s e q u e n t l y  p a i d  o u t  o v e r  1881 t o  
1884.
A r c h ib a l d  Buchanan i n d i c a t e d  h i s  d e s i r e  t o  r e t i r e  f rom th e  
b u s i n e s s  on 31 December 1882. However,  he a g re e d  t o  work f o r  t h e  
f i r m  u n t i l  D e c e m b e r  1 887 a n d  t o  l e a v e  h i s  c a p i t a l  i n  t h e  
b u s i n e s s ,  wh ich was a g re e d  a s  b e in g  £32,000.  He was g u a r a n t e e d  
a g a i n s t  a l l  l o s s e s  o f  c a p i t a l  and i n d i c a t e d  t h a t  he  d id  no t  want  
t o  be i n v o l v e d  i n  t h e  new v e n t u r e s  i n t o  t e a  a n d  s h i p p i n g  
( P a r t n e r s h i p  Agreement ,  18 O c to b e r  1881, and 25 October  1882, UGD 
9 1 / 8 ) .  T h i s  m e a n t  t h a t  J o h n  M u i r  was  c o m p l e t e l y  i n  c o n t r o l  o f  
James F i n l a y  now. A. M. Brown and W. L. Watson c o n t in u e d  t o  ho ld  
t h e i r  two t w e n t y - n i n t h s  s h a r e s  i n  t h e  p a r t n e r s h i p ;  however ,  they  
h a d  no i n t e r e s t  i n  t h e  g o o d w i l l ,  t h e  h e r i t a b l e  p r o p e r t y  o r  t h e  
b ranch f i r m s .
Not  o n l y  d i d  M u i r  n e g o t i a t e  t h e  l e a v i n g  o f  c a p i t a l  i n  t h e  
b u s i n e s s ,  b u t  h e  a l s o  n e g o t i a t e d ,  i n  t h e  c a s e  o f  Kay, t h a t  h i s  
i n t e n d i n g  r e t i r e m e n t  f rom t h e  b u s i n e s s  was t o  be k e p t  q u i e t ,  thus
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e n s u r i n g  no l o s s  o f  r e p u t a t i o n  f o r  t h e  p a r t n e r s h i p .
The b r a n c h  p a r t n e r s h i p s  w e r e  s e t  up i n  Bombay i n  1 862,  i n  
L i v e rp o o l  i n  1864, i n  C a l c u t t a  i n  1870, i n  London i n  1871 and i n  
Colombo i n  1893.  The Bombay b r a n c h  s e t  up an  o f f i c e  i n  K a r a c h i  
i n  I 8 9 O; G la s g o w  s e t  up an  o f f i c e  i n  Burma i n  1893 and  C a l c u t t a  
s e t  up an  o f f i c e  i n  C h i t t a g o n g  i n  1901.  T h e s e  b r a n c h e s  w e r e  
i n t i t i a l l y  s e t  up i n  t h e  form o f  a p a r t n e r s h i p  be tw een  t h e  l o c a l  
p a r t n e r ( s )  and James F i n l a y .  However, once t h e  o r i g i n a l  p a r t n e r s  
moved  o n ,  t h e  p a r t n e r s h i p s  be c am e  b r a n c h e s  o f  J a m e s  F i n l a y ,  
w h o l l y  owned and c o n t r o l l e d  by James F i n l a y .  The i m p l i c a t i o n s  
t h i s  had  f o r  c o n t r a c t i n g  w i t h  employees  w i l l  be examined l a t e r  i n  
t h i s  c a se  s tu dy .
W. L. Watson r e t i r e d  from t h e  p a r t n e r s h i p  i n  1 89O. For  t h e  
n e x t  decade  S i r  John  Muir  r e m a in e d  t h e  s o l e  p r o p r i e t a r y  p a r t n e r ,  
a l o n g  w i t h  A. M. Brow n ,  who m a i n l y  s u p e r v i s e d  t h e  c o t t o n  m i l l  
o p e r a t i o n s  i n  C a t r i n e  a n d  D e a n s t o n .  The y e a r  b e f o r e  h i s  d e a t h ,  
a n  a i l i n g  S i r  J o h n  f o r m a l l y  b r o u g h t  two o f  h i s  s o n s  i n t o  t h e  
p a r t n e r s h i p .  A. K. a n d  J .  F. M u i r  w e r e  b r o u g h t  b a c k  f r o m  
C a l c u t t a  i n  1902.  When S i r  J o h n  d i e d  i n  19 0 3 ,  R. H. S i n c l a i r ,  
who w a s  S i r  J o h n ’s c h i e f  a d v i s o r ,  was  a d d e d  t o  A. K. and  J .  F. 
M u i r  a n d  A. M. B r o w n ,  t o  a c t  a s  t r u s t e e s  o f  S i r  J o h n ’ s 
c o n s i d e r a b l e  t r u s t  ( P a r t n e r s ’ M in u te s ,  August 1903, UGD 91/265) .  
The a c c o u n t i n g  i m p l i c a t i o n s  o f  t h e s e  p a r t n e r s h i p s  c o n t r a c t s  w i l l  
be e x p l o r e d  i n  S e c t i o n  C.
At t h e  t i m e  o f  h i s  d e a t h .  S i r  J o h n  M u i r  was n o t  o n l y  t h e  
p r i n c i p a l  p a r t n e r  i n  J a m e s  F i n l a y  and  F i n l a y  M u i r ,  b u t  h e  was 
a l s o  t h e  s o l e  p a r t n e r  i n  W ebs te r  S t e e l ,  m erc han t s  i n  Glasgow and 
L o n d o n ,  a n d  S t e e l  M u r r a y  & Co., m e r c h a n t s  i n  P o r t  E l i z a b e t h  and 
Durban,  South A f r i c a .  He l e d  t h e  f i r m  i n  an e x t r e m e l y  a u t o c r a t i c
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way. He no t  o n l y  e x e r c i s e d  e n t r e p r e n e u r i a l  f u n c t i o n s  by t a k i n g  
s t r a t e g i c  d e c i s i o n s  t o  e n t e r  t h e  j u t e  and t e a  i n d u s t r i e s  i n  I n d i a  
and deve lop  t h e  "management  agency" e x p e r t i s e  o f  t h e  company, bu t  
he a l s o  e x e r c i s e d  h i s  m a n a g e r i a l  f u n c t i o n s  e x t r e m e l y  d i l i g e n t l y .  
He d i d  t h i s  by making  r e g u l a r  t r i p s  t o  I n d i a  and h a v in g  h i s  son’s 
p r e s e n t  i n  t h e  b r a n c h e s .  The a c c o u n t i n g  p r a c t i c e s  w e r e  a l s o  
i m p o r t a n t  t o  S i r  J o h n  a s  a m e a n s  o f  c o n t r o l  and  a l l o c a t i n g  
r e s p o n s i b i l i t y .
A lo n g  w i t h  h i s  b u s i n e s s  i n v o l v e m e n t s ,  he  was a l s o  Lord  
P r o v o s t  o f  G l a s g o w  (1889  -  1892)  a nd  i n v o l v e d  i n  t h e  G lasgow  
I n t e r n a t i o n a l  E x h i b i t i o n s  o f  1888 and  1901.  At b o t h  o f  t h e  
E x h i b i t i o n s  h e  w as  l e a d e r  o f  t h e  I n d i a n  and  C e y lo n  ( S r i  Lanka)  
s e c t i o n s .  I t  w a s  t h e  t r a d i n g  c o n n e c t i o n s  w i t h  I n d i a  and t h e  
s e t t i n g  up o f  b r a n c h e s  t h e r e  i n  1862 (Bombay) and 1870 ( C a l c u t t a )  
t h a t  e d u c a t e d  J o h n  M u i r  a s  t o  t h e  p o s s i b i l i t i e s  o f  i n v e s t i n g  
f u r t h e r  i n  I n d i a .
P r o f i t  m a r g i n s  i n  c o t t o n  s p i n n i n g  w e r e  a l r e a d y  u n d e r  
p r e s s u r e  i n  t h e  I830’s ,  and i n  t h e  n e x t  two o r  t h r e e  decades  t h e  
r e l e n t l e s s  c o m p e t i t i o n  o f  L a n c a s h i r e  s q u e e z e d  t h e  r e m a i n i n g  
S c o t t i s h  i n d u s t r y  i n t o  a  c o r n e r  (Chapman,  1984 ,  p.  141) .  A long  
w i t h  i n c r e a s e d  c o m p e t i t i o n  from L a n c a s h i r e ,  t h e  e f f e c t s  o f  t h e  
f i n a n c i a l  c r i s e s  o f  1857 ^ a nd  m o re  p a r t i c u l a r l y ,  t h e  A m e r i c a n  
C i v i l  War, a l l  b r o u g h t  a bou t  a p ro lo n g e d  p e r i o d  o f  c o n t r a c t i o n  i n  
t h e  1 860’s . Between  1861 and 1871 t h e  number o f  m i l l s  c o n t r a c t e d  
by f o r t y  p e r  c e n t  and  t h e  n u m b er  o f  s p i n d l e s  and t h e  work  f o r c e  
by a q u a r t e r  ( S l a v e n ,  1975 ,  p. 109) .
Not  s u r p r i s i n g l y ,  John Muir  and h i s  p a r t n e r s  looked  f o r  more 
p r o f i t a b l e  o u t l e t s  f o r  t h e i r  company, and found i t  i n  expanding  
t h e  I n d i a n  t r a d e  and  e n g a g i n g  i n  i n v e s t m e n t  i n  t h a t  c o u n t r y .
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J o h n  M u i r ,  f r o m  1 872 o n w a r d s ,  s e t  a b o u t  t h e  
d i v e r s i f i c a t i o n  and r e d e p lo y m e n t  o f  James F i n l a y ’s c a p i t a l .  The 
f i r m  e s s e n t i a l l y  became a m e r c a n t i l e  i n v e s t m e n t  group. 3 A few 
o f  t h e  w e a l t h i e r  c o t t o n  i m p o r t e r s  d i s c e r n e d  t h a t ,  a s  t h e i r  
t r a d i t i o n a l  c o t t o n  t r a d e  a c t i v i t i e s  were c o l l a p s i n g ,  t h e y  migh t  
r e m a i n  i n  b u s i n e s s  by moving i n t o  p u r e  f i n a n c e .  Chapman (1984, 
P» 139) s u g g e s t s  t h a t  t h e  m e r c h a n t s  h a d  a l o n g  e x p e r i e n c e  o f  
a c c e p t a n c e  b u s i n e s s  b e c a u s e  t h e  d i f f i c u l t y  o f  o b t a i n i n g  
c o m m i s s i o n s  f rom  t h e  l a t e  I 8 4 0 ’s o n w a r d s ,  had  l e d  m e r c h a n t s  t o  
i m p o r t  on t h e i r  own a c co u n t  and t o  o f f e r  c r e d i t  t o  t h e i r  American 
s u p p l i e r s .  They a l s o  were accus tom ed  t o  i n v e s t i n g  t h e i r  s u r p l u s  
c a p i t a l  i n  l o a n s  and  s e c u r i t i e s  and  d e a l i n g  w i t h  s e a s o n a l  
l i q u i d i t y  p rob le m s .  Chapman (1984,  pp. 139-140) documents  how a 
s m a l l  group o f  c o t t o n  m e r c h a n t s  f rom L i v e r p o o l ,  M anches te r  and 
G la s g o w  made t h e  t r a n s i t i o n  t o  London  and  d e v e l o p e d  m e r c h a n t  
ba nk ing  a c t i v i t i e s .
James F i n l a y  was one o f  t h o s e  m erc h an t s  and t h e y  e s t a b l i s h e d  
a  b r a n c h  i n  London  i n  1871.  H o w e v e r ,  t h e i r  m e r c h a n t  b a n k i n g  
a c t i v i t i e s  were  p r i m a r i l y  f o r  p r o v i d i n g  work ing  c a p i t a l  f i n a n c e  
t o  t h e  j u t e  and t e a  companies  (which  t h e y  promoted  and managed),  
a nd  f o r  m a k i n g  a d v a n c e s  i n  t h e  i n d i g o ,  c o a l ,  and  p a p e r  t r a d e s .  
The London o f f i c e  was s t i l l  used f o r  m erc han t  t r a d i n g  a c t i v i t i e s ,  
p a r t i c u l a r l y  w i t h  t h e  C a l c u t t a  b r a n c h  i n  c o n n e c t i o n  w i t h  t h e  
e x p o r t  o f  M a n c h e s t e r  p i e c e  g o o d s  a nd  t h e  t r a d e  i n  j u t e  and  j u t e  
m a n u f a c t u r e s .  However, t h e  i n s u r a n c e  s i d e  o f  t h e  b u s in e s s  grew 
c o n s i d e r a b l y  a f t e r  1890.  As b r o k e r s  f o r  L l o y d s ,  t h e  London 
o f f i c e  became w e l l  known i n  t h e  London in s u r a n c e  m a r k e t  (Brogan, 
1951 ,  p.  75 ) .
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Far  r e a c h i n g  changes I n  m e r c a n t i l e  o r g a n i s a t i o n  to o k  p l a c e  
i n  t h e  l a s t  q u a r t e r  o f  t h e  n i n e t e e n t h  c e n tu r y .  Chapman (1985,  p. 
231) n o t e s  t h a t  t h e  i n t r o d u c t i o n  o f  the  t e l e g r a p h  r e v o l u t i o n i s e d  
i n t e r n a t i o n a l  c o m m u n i c a t i o n s  and t h e  g e n e r a l  m e r c h a n t  and 
c o m m i s s i o n  m e r c h a n t  w e r e  s u p e r s e d e d  by s p e c i a l i s e d  c o m m o d i t y  
b r o k e r s  a c t i n g  as  p r i n c i p a l s .  He f u r t h e r  s u g g e s t s  t h a t  a l t h o u g h  
t h e s e  s p e c i a l i s e d  commodity b r o k e r s  were i n  d i r e c t  c o n t a c t  w i t h  
wor ld  s u p p l i e r s ,  t hey  were no t  t h e m s e lv e s  s u p p l i e r s  f rom f o r e i g n  
a nd  c o l o n i a l  s o u r c e s .  T h i s  r o l e .  Chapman s u g g e s t s ,  was  t a k e n  
o v e r  by a number o f  g e n e r a l  m e r c h a n t s  and o r i g i n a l  s u p p l i e r s ,  who 
w i t h  e s t a b l i s h e d  r e p u t a t i o n s ,  moved i n t o  i n v e s t m e n t  i n  o v e r s e a s  
c o u n t r i e s  i n  o r d e r  t o  m e e t  t h e  i n c r e a s i n g  dem and  f o r  r aw  
m a t e r i a l s  a n d  f o o d  s t u f f s  ( Chapman, 1985,  p. 2 3 1 ) .  T h i s  t h e y  
c o u l d  do b e c a u s e  t h e y  had b u i l t  up an i n t i m a t e  k n o w l e d g e  o f  
c o u n t r i e s  l i k e  I n d i a  a n d ,  t h e r e f o r e ,  h a d  m ore  o p p o r t u n i t i e s  o f  
i n v e s t i n g  t h e i r  c a p i t a l  i n  p r o f i t a b l e  a r e a s  such as  j u t e  and t e a  
i n  James  F i n l a y ’s case .
I n d i a  was  s e e n  a s  a good p l a c e  t o  i n v e s t  t h e i r  s u r p l u s  
c a p i t a l  by t h e  p a r t n e r s  o f  J a m e s  F i n l a y  and  Company. W i t h  
b ran c h e s  o p e r a t i n g  i n  Bombay ( f rom  1862) and C a l c u t t a  ( f rom 1870) 
and lo n g  t r a d e  a s s o c i a t i o n s  w i t h  I n d i a ,  d a t i n g  from 1816, ^ t h e y  
had a c e r t a i n  f a m i l i a r i t y  w i t h  t h e  i n v e s t m e n t  p r o s p e c t s  i n  t h e  
c o u n t r y .  H o w e v e r ,  i t  was  n o t  j u s t  b e c a u s e  o f  f a m i l i a r i t y  w i t h  
I n d i a  t h a t  James  F i n l a y  were w i l l i n g  t o  i n v e s t  i n  I n d i a .  I n d i a  
was  c o n s i d e r e d  a good i n v e s t m e n t  a s  i t  was  a  B r i t i s h  c o l o n y .  
C a i n  and  H o p k i n s  (1 9 8 0 ,  p. 4 86) make t h e  p o i n t  t h a t  i t  was n o t  
o n l y  t h a t  s u r p l u s  c a p i t a l  e x i s t e d  and t h u s  t h e r e  was  need  o f  an  
i n v e s t m e n t  o u t l e t ,  b u t  a l s o  i n  a r e a s  such  a s  I n d i a ,  s t r o n g l y  
p e r m e a t e d  by B r i t i s h  c u l t u r e  a n d  i d e o l o g y ,  f o r e i g n  i n v e s t m e n t  
p a i d  o f f  i n  demands f o r  B r i t i s h  e x p o r t s  and i n c r e a s e d  income from
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I n d i a  had become v i t a l l y  i m p o r t a n t  t o  B r i t a i n ’s p o s i t i o n  as 
a w o r l d  p o w e r .  Ray (1 9 7 9 ,  p. 7) s u g g e s t s  t h r e e  a r e a s  o f  
i m p o r t a n c e .  F i r s t l y ,  t h e r e  was a v a s t  m a r k e t  f o r  B r i t i s h  
m a n u f a c t u r e s .  I n  1913 B r i t a i n  s u p p l i e d  o v e r  s i x t y  p e r  c e n t  o f  
I n d i a ’ s  i m p o r t s ,  I n d i a  b e i n g  t h e  l a r g e s t  s i n g l e  m a r k e t  f o r  
B r i t i s h  e x p o r t s .  S e c o n d l y ,  t h e r e  was  a  g u a r a n t e e d  o u t l e t  f o r  
p r o f i t a b l e  i n v e s t m e n t .  B r i t i s h  o v e r s e a s  i n v e s t m e n t  i n  I n d i a  
a m o u n t e d  t o  o n e - f i f t h  o f  i t s  t o t a l  f o r e i g n  i n v e s t m e n t  by t h e  
1 890 ’s  (B row n ,  1985,  pp.  9 5 - 9 6 ) .  And, t h i r d l y ,  t h e r e  was  a 
c r u c i a l  l i n k  i n  t h e  s e t t l e m e n t  o f  B r i t a i n ’s  b a la n c e  o f  payments .^
C a i n  and  H o p k i n s  ( 1 9 8 0 ,  p.  463)  s u g g e s t  t h a t  b o t h  l i b e r a l  
and M a r x i s t  t h e o r i e s  o f  i m p e r i a l i s m  e i t h e r  unde rp lay  o r  m i s j u d g e  
t h e  r e l a t i o n s h i p  b e t w e e n  t h e  B r i t i s h  economy and  t h e  B r i t i s h  
p r e s e n c e  abroad.  They r e j e c t  t h e  a s su m p t io n  t h a t  t h e  " t r iu m p h  o f  
i n d u s t r y "  i n  t h e  i n d u s t r i a l  r e v o l u t i o n  p ro v id e d  B r i t a i n  w i t h  an 
a u t o m a t i c  r o u t e  t o  e c o n o m i c  s u p r e m a c y  and w o r l d  i n f l u e n c e .  
R a t h e r  t h e y  s t a t e  t h a t  " t h e  m o t i v e ,  t i m i n g  and e x t e n t  o f  
B r i t a i n ’s  e x p a n s i o n  i n t o  t h e  non-European w or ld  were d e t e r m i n e d  
v e r y  l a r g e l y  by h e r  v a r y i n g  a b i l i t y  e i t h e r  t o  p e n e t r a t e  t h e  
m a r k e t s  o f  o t h e r  m a j o r  powers  o r  t o  command i m p o r t s  i n d e p e n d e n t l y  
o f  t h e m "  ( C a i n  and  H o p k i n s ,  1980 ,  p. 4 66 ) .  B r i t a i n ’s  e x p a n s i o n ,  
t h e r e f o r e ,  t o  p l a c e s  l i k e  I n d i a ,  can be seen  as  an e x p r e s s i o n  o f  
h e r  f a i l u r e  t o  dom ina te  h e r  c h i e f  c o m p e t i t o r s ,  and e s p e c i a l l y  t o  
p r e v e n t  t h e i r  i n d u s t r i a l i s a t i o n .
The e m p h a s i s  on f r e e  t r a d e  i n c r e a s e d  London’s p o s i t i o n  a s  
t h e  f i n a n c i a l  and commerc ia l  c e n t r e  o f  w or ld  t r a d e  and hence t h e  
i m p o r t a n c e  o f  s t e r l i n g .  A complex m u l t i l a t e r a l  sys tem  based upon 
t h e  u s e  o f  s t e r l i n g  d e v e l o p e d  and  d e p e n d e d  upon f r e e  t r a d e  and
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B r i t a i n ’ s  a b i l i t y  t o  l e n d  a b r o a d ,  s i n c e  t h e  m a in  ways o f  
o b t a i n i n g  s t e r l i n g  w e r e  by e x p o r t i n g  t o  o r  b o r r o w i n g  f ro m  
B r i t a i n .  "Free  t r a d e ,  f o r e i g n  i n v e s t m e n t ,  and i n v i s i b l e  income 
were f i r m l y  i n t e r l o c k e d "  (Cain  and Hopkins,  1980, p. 481).
J a m e s  F i n l a y ,  u n t i l  t h e  e a r l y  l 8 7 0 ’s ,  ha d  a d o p t e d  a p o l i c y  
o f  n o t  m a k i n g  l o c a l  i n v e s t m e n t s  t o  s e c u r e  c l i e n t s  o r  o t h e r  
o p p o r t u n i t i e s .  Such c o m m i t tm e n t s  were s e e n  as  bad p o l i c y  be cause  
t h e y  w o u l d  " l o c k  up" t h e  f i r m ’ s c a p i t a l  and  e x p o s e  t h e  f i r m  t o  
g r e a t e r  r i s k .
I n  1837 K i r k m a n  F i n l a y  w r o t e  t o  h i s  s o n  i n  Bombay w a r n i n g  
him a g a i n s t  any i n t e r e s t  i n  ba nk ing :
" B a n k i n g  b u s i n e s s  when c a r r i e d  on  s a f e l y  
i s  a  v e r y  u n p r o f i t a b l e  b u s i n e s s ,  and when done 
w i l d l y  -  t h a t  i s ,  a m a s s  o f  b u s i n e s s  w i t h  
l i t t l e  c a p i t a l  -  i s  a m o s t  h a z a r d o u s  o n e .  I  
t h e r e f o r e  a l w a y s  r e f u s e d  e v e ry  p r o p o s a l  made 
t o  me t o  be  a  B a n k e r . . . . i t  i s  a  b u s i n e s s  
e a s i l y  g o t  i n t o ,  b u t  m o s t  e x c e e d i n g l y  
d i f f i c u l t  t o  g e t  o u t  o f . . . . I t  i s  much t o  be 
f e a r e d  t h a t  many o f  t h e  B i l l s  t o  come from the  
E a s t  w i l l  be q u i t e  v a l u e l e s s ,  and p r o b a b l y  be 
r e t u r n e d ,  f o r  I  c a n n o t  s u p p o s e  t h a t  Geo. 
W i lde s  & Co. o r  T. W i l son  & Co. can u l t i m a t e l y  
w e a t h e r  t h e  s to r m .  I  hope t h e  o t h e r s  may, and 
I  am l e d  t o  b e l i e v e  t h a t  B a r i n g s  w i l l  s t a n d  
f i r m  under  e v e ry  shock ,  bu t  t h e y  a r e  v e ry  wide 
a n d  w i l d  a n d  m u s t  l o s e  v e r y  l a r g e l y "  
( C o r r e s p o n d e n c e ,  31 March  1837 ,  q u o t e d  i n  
B r o g a n ,  19 5 1 ,  p . 181) .
H i s  c a u t i o n  w as  c h a r a c t e r i s t i c  o f  t h e  b e t t e r - c o n d u c t e d  
m e r c h a n t  h o u s e s  o f  t h e  p e r i o d .  H ow e ver ,  f r o m  t h e  I 8 7 0 ’s ,  u n d e r  
t h e  d i r e c t i o n  o f  John  Muir ,  t h i s  t r a d i t i o n a l  p o l i c y  was r e v e r s e d  
and  J a m e s  F i n l a y  & Co. d e c i d e d  t o  f i n a n c e  t r a d e  and  I n v e s t  i n  
I n d i a .  J a m e s  F i n l a y  d e v e l o p e d  i n t o  an  i n v e s t m e n t  g ro u p  w h ic h  
Chapman d e f i n e s  as  "an e n t r e p r e n e u r i a l  o r  f a m i l y  c o n c e r n  whose  
name and  r e p u t a t i o n  was  u s e d  t o  f l o a t  a v a r i e t y  o f  s u b s i d i a r y  
t r a d i n g ,  m a n u f a c t u r i n g ,  m i n i n g  o r  f i n a n c i a l  e n t e r p r i s e s .
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i n v a r i a b l y  o v e r s e a s  and o f t e n  w i d e ly  d i s p e r s e d "  (1985,  p.  2 3 1 ) .
J a m e s  F i n l a y ’s  f i r s t  tw o  g r e e n f i e l d  i n v e s t m e n t s  i n  I n d i a  
w e r e  i n  t h e  j u t e  i n d u s t r y  l o c a t e d  i n  C a l c u t t a .  I n  1872 t h e y  
f l o a t e d  t h e  G o l a b a r y  Company L t d . ,  w h i c h  was f o r m e d  t o  o p e r a t e  
j u t e  p r e s s e s ,  a nd  i n  1873 t h e  Champdany J u t e  Company L t d .  was 
f o r m e d  t o  m a n u f a c t u r e  j u t e .  T h i s  was  t h e  s t a r t  o f  a l o n g  
a s s o c i a t i o n  w i t h  t h e  C a l c u t t a  j u t e  i n d u s t r y .  I n  1902,  J a m e s  
F i n l a y  a l s o  t o o k  an  i n t e r e s t  i n  M. S a r k i e s ,  a j u t e  b u y i n g  
o r g a n i s a t i o n .
The o t h e r  m a i n  i n t e r e s t  o f  J a m e s  F i n l a y  was t h e  t e a  
b u s i n e s s .  From 1874 o n ,  F i n l a y  M u i r  w e r e  i n v o l v e d  a s  m a n a g i n g  
a g e n t s  i n  t e a  g a r d e n s .  They s e c u r e d  t h e s e  a g e n c i e s  e a r l i e r  on 
due  t o  t h e  i n v e s t m e n t  i n  t e a  g a r d e n s  o f  Mr. W. L. W a ts o n  and  
o t h e r  e m p l o y e e s  o f  F i n l a y  M u i r .  I n  1878 t h e  company v e n t u r e d  
i n t o  t h e  t e a  b u y i n g  b u s i n e s s  on  t h e i r  own a c c o u n t  ( E m p lo y e e  
Memoirs ,  UGD 91 /141) .  Around t h e  same t im e  advances  s t a r t e d  t o  
be made t o  p r o p r i e t o r s  o f  t e a  g a r d e n s  i n  o r d e r  t o  s e c u r e  no t  on ly  
i n t e r e s t  i n c o m e ,  b u t  a l s o  i n  o r d e r  t o  s e c u r e  t h e  a g e n c y  
a p p o in t m e n t s .
The c a p i t a l  i n v e s t m e n t  s o o n  t r a n s f o r m e d  J a m e s  F i n l a y  and  
Company f r o m  b e i n g  m e r e l y  a g e n t s  i n t o  b e i n g  p r i n c i p a l s .  The 
N o r t h  and S o u t h  S y l h e t  Tea  C o m p a n ie s  L t d .  w e r e  f o r m e d  i n  1 882,  
each w i t h  a c a p i t a l  o f  £400,000.  Brogan s t a t e s :
"By 1886 t h e  a r e a s  u n d e r  t e a  w e r e  7 , 1 0 0  
a c r e s  a n d  8 ,0 4 0  a c r e s  r e s p e c t i v e l y .  I n  t h e  
e a r l y  y e a r s  t h e  p r o f i t s  w e r e  a p p l i e d  i n  
c o n s o l i d a t i n g  t h e  p o s i t i o n  o f  t h e  C om pan ie s  
and i n  m e e t in g  t h e  c o s t  o f  c l e a r i n g ,  p l a n t i n g  
and e q u i p p i n g  t h e  e s t a t e s .  From 1889 t o  1896 
t h e  p r o f i t s  were s u f f i c i e n t  t o  pay an average  
d i v i d e n d  o f  t e n  p e r  c e n t ,  on t h e  p a i d - u p  
c a p i t a l .  F i n l a y ,  M u i r  & Co . ,  C a l c u t t a ,  
managed t h e  e s t a t e s  f rom t h e i r  f o r m a t i o n  and 
John Muir  was t h e  Chairman o f  both Companies. 
When t h e s e  Companies were  c o n s o l i d a t e d  i n  1896
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on t h e  f o r m a t i o n  o f  t h e  C o n s o l i d a t e d  Tea & 
L a n d s  Co.,  t h e y  h e l d  l a r g e  a r e a s  i n  Assam, 
S y l h e t ,  t h e  D o o a r s ,  D a r j e e l i n g ,  N o r t h  
Travanoore  and Ceylon. As t h e  y e a r s  went on, 
t e a  o c c u p ie d  an e v e r  more d o m in a t i n g  p l a c e  i n  
t h e  b u s i n e s s  o f  J a m e s  F i n l a y  & Co." (1 9 5 1 ,  p. 
105) .
As w e l l  a s  C o n s o l i d a t e d  Tea  and L a n d s  Company L t d .  b e i n g  
formed i n  1896, Amalgamated Tea E s t a t e s  Company Ltd. was formed 
t o  c o n s o l i d a t e  v a r i o u s  o t h e r  e s t a t e s  i n  D a r j e e l i n g ,  Assam, S y l h e t  
and Ceylon. I n  1897, Kenan Devan H i l l s  Produce Company Ltd. was 
formed t o  d e v e lo p  l a r g e  e s t a t e s  i n  Nor th  Travancore .  The f o u r t h  
company i n  t h e  F i n l a y  group was t h e  Anglo D i r e c t  T ra d in g  Company 
L t d . ,  w h i c h  was  f o r m e d  i n  1 898 .  I t  a l s o  h a d  e s t a t e s  i n  Assam, 
S o u t h e r n  I n d i a  a nd  C e y lo n .  By 1898 t h e  F i n l a y  Group h a d  £4 .36 
m i l l i o n  i n v e s t e d  i n  t e a  e s t a t e s  where t h e y  employed some 70,000 
w o r k e r s  ( B r o g a n ,  1951 ,  p.  4 7 ) .
O t h e r  I n d i a n  i n v e s t m e n t s  i n v o l v e d  s h i p p i n g ,  i n d i g o ,  c o a l ,  
p e a r l s  and c o t t o n  m i l l s  (Swan M i l l s  Ltd . ,  1902 and F i n l a y  M i l l s  
L t d . ,  1 9 10 ) .  As w e l l  a s  t h e s e  v a r i o u s  i n v e s t m e n t s ,  F i n l a y  M u i r  
s e c u r e d  t h e  v a l u a b l e  I n d i a n  a g e n c i e s  f o r  v a r i o u s  London I n s u r a n c e  
groups  bo th  a t  C a l c u t t a  and Bombay. F i n l a y  Muir ,  C a l c u t t a  were 
a l s o  a p p o i n t e d  a g e n t s  f o r  t h e  B e n g a l  D o o a r s  R a i l w a y  Company i n  
1892.
J a m e s  F i n l a y  w e n t  t h r o u g h  r e m a r k a b l e  d i v e r s i f i c a t i o n  and  
r e d e p l o y m e n t  o f  c a p i t a l  i n  t h e  l a s t  t h r e e  d e c a d e s  o f  t h e  
n i n e t e e n t h  c e n t u r y .  S i r  J o h n  M u i r  was a b l e  t o  s e c u r e  su c h  
e x p a n s i o n  by t h e  g r o w i n g  s i z e  o f  t h e  p a r t n e r s ’ c a p i t a l  l e f t  i n  
t h e  b u s i n e s s  and  by t h e  g r o w i n g  f l o w  o f  f u n d s  p r o v i d e d  by t h e  
m a n a g i n g  a g e n c y  a c t i v i t i e s  o f  F i n l a y  M uir  and  t h e  b a n k i n g ,  
s h i p p i n g  a nd  i n s u r a n c e  b u s i n e s s .  Even i n  l e a n  y e a r s ,  J a m e s  
F i n l a y  s t i l l  r e c e i v e d  f u n d s  f r o m  t h e  m a n a g e m e n t  a g e n c y
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c o m m i s s i o n s  e v e n  t h o u g h  t h e y  p e r h a p s  m i s s e d  o u t  on  d i v i d e n d  
income from t h e i r  i n v e s t m e n t  companies .
c. 1903 to 1920
Th i s  was a  p e r i o d  o f  c o n s o l i d a t i o n  i n  t h e  h i s t o r y  o f  
t h e  f i r m .  E x p a n s i o n  t o o k  p l a c e  i n  c o t t o n  m a n u f a c t u r i n g  i n  
Bombay, e s p e c i a l l y  w i t h  t h e  s e t t i n g  up o f  t h e  F i n l a y  M i l l s  a round 
1910. When S i r  John  Muir d i e d  i n  1903 t h e  t r u s t e e s  o f  h i s  e s t a t e  
r a n  t h e  b u s i n e s s  u n t i l  1909 when i t  was s e t  up a s  a p r i v a t e  
company.
The f i r s t  d e c a d e  o f  t h e  t w e n t i e t h  c e n t u r y  was  a d i f f i c u l t  
one f o r  James  F i n l a y  and Company. These were y e a r s  o f  d e p r e s s i o n  
f o r  t h e  t e a  i n d u s t r y  i n  w h i c h  t h e y  had  i n v e s t e d  h e a v i l y .  " F o r  
t w e l v e  y e a r s  t h e  l a r g e s t  t e a  company  i n  t h e i r  a g e n c y ,  t h e  
C o n s o l i d a t e d  Tea  and  L a n d s  Company L i m i t e d ,  p a i d  no o r d i n a r y  
d i v i d e n d s  w h i l e  t h e  d i v i d e n d s  on  P r e f e r e n c e  s h a r e s  r a n  i n t o  
a r r e a r s .  The o t h e r  t e a  c o m p a n i e s  i n  t h e  F i n l a y  Group w e r e  i n  
l i t t l e  b e t t e r  s h a p e " ( B r o g a n ,  1951 ,  p. v) .
The t r u s t e e s ,  A. K, and  J ,  F. M u i r ,  R. H. S i n c l a i r  and A. M. 
Brown (who d i e d  i n  1906)  m a n a g e d  t h e  company  t h r o u g h  t h i s  
d i f f i c u l t  t i m e .  The a r r e a r s  i n  P r e f e r e n c e  d i v i d e n d s  w e r e  p a i d  
o f f  by t h e  Tea C o m p a n ie s  and  t h e  p a y m e n t  o f  o r d i n a r y  d i v i d e n d s  
was resumed .
James F i n l a y  was i n c o r p o r a t e d  as  a p r i v a t e  l i m i t e d  company 
on 27 May, 1909.  A. K. M u i r  w as  C h a i r m a n  o f  t h e  Board  and h i s  
f e l l o w  d i r e c t o r s  w e r e :  J .  F. M u i r ,  J .  B. M u i r ,  M, W. M u i r  ( d i e d ,  
1 9 2 2 ) ,  W. B row n ,  R. H. S i n c l a i r  ( d i e d ,  1 9 23 ) ,  J .  Kay ( d i e d ,  
1 9 1 1 ) ,  and  J .  D. T a n n a h i l l  ( d i e d ,  1923)  ( D i r e c t o r s ’ M i n u t e s ,  28  
May, 1 9 0 9 , UGD 9 1 / 2 6 5 ) .  S i r  A. K. M u ir  was C h a i rm a n  o f  t h e  
Company u n t i l  1926 ( F i n l a y ’s  became a p u b l i c  company i n  1924) and
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J ,  F. M u i r  t o o k  o v e r  t h e  c h a i r m a n s h i p  u n t i l  h i s  r e t i r e m e n t  i n  
1936.
A, K. and J .  F. M u i r  c o n s o l i d a t e d  and  e s t a b l i s h e d  t h e  
i n v e s t m e n t  and e x p a n s i o n  t h a t  S i r  John  Muir  had unde r taken .  They 
expanded i n t o  t h e  t e a  i n d u s t r y  f u r t h e r  by d e v e l o p i n g  t e a  e s t a t e s  
i n  Kenya. They s e t  up The A f r i c a n  H igh lands  Produce Company Ltd.  
i n  1 9 2 6 . A. K. and  J .  F. M u i r  h a d  b o t h  b e e n  i n  I n d i a  and  had  
worked i n  t h e  C a l c u t t a  b ranch .  They knew t h e  b u s i n e s s  w e l l  and,  
o f  c o u r s e ,  wan ted  t o  m a i n t a i n  t h e  c l o s e  f a m i l y  c o n n e c t io n s  w i t h  
t h e  b u s i n e s s .  J .  F. M u i r ,  i n  p a r t i c u l a r ,  s e e m e d  t o  h a v e  many o f  
h i s  f a t h e r ’ s  e n t r e p r e n e u r i a l  and  m a n a g e r i a l  t a l e n t s .  B r o g a n  
s t a t e s  o f  h im  t h a t  " i n  t h e  p r a c t i c a l  a f f a i r s  o f  t r a d i n g  and  
m a n u f a c t u r e  and i n  m a t t e r s  o f  a c c o u n t in g ,  f i n a n c e  and t h e  e v e r -  
i n c r e a s i n g  c o m p l i c a t i o n s  o f  t a x a t i o n ,  h e  was  a n  a c k n o w l e d g e d  
e x p e r t "  (1951 ,  p .  v i i i ) .
The F i r s t  World War h i t  James  F i n l a y ’s  i n t e r e s t s  v e ry  ha rd ,  
e s p e c i a l l y  a s  t h e  b u s i n e s s  o f  James  F i n l a y  depended on s a f e  s e a s .  
Not  a l l  t h e  b u s i n e s s  was  h i t  s e v e r e l y ,  h o w e v e r ,  a s  t h e  j u t e  
b u s i n e s s  made v e r y  good p r o f i t s  d u r i n g  t h e  war  and t h e  d iv id e n d  
and c om m iss ion  income p r o v id e d  welcome funds  f o r  James F i n l a y ’s 
o t h e r  i n t e r e s t s .
The case  w i l l  now examine  t h e  o r g a n i s a t i o n  and management  o f  
t h e  company.
3 .  O rg a n isa tio n  and Management o f  th e  Company
a . P artn ersh ip  Form o f  O rgan isa tion
I n  1 8 7 0 , t h e  p a r t n e r s h i p  f o r m  o f  o r g a n i s a t i o n  was  
used t o  o r g a n i s e  t h e  b u s i n e s s .  As each  o f  t h e  branch  b u s i n e s s e s  
was s e t  up, th e y  to o  were r u n  l i k e  p a r t n e r s h i p s .  When the  Bombay
1 53
p a r t n e r s h i p  ( F i n l a y  C l a r k )  was  s e t  up i n  1 863 ,  t h e  s o l e  Bombay 
p a r t n e r ,  J ,  L. S c o t t ,  was t o  s h a r e  t h r e e - s i x t e e n t h s  and  J a m e s  
F i n l a y ,  t h i r t e e n - s i x t e e n t h s ,  i n  t h e  p r o f i t s  and l o s s e s  o f  t h e  
b u s i n e s s .  James  F i n l a y  a g re e d  t o  p r o v id e  work ing  c a p i t a l  funds 
i n i t i a l l y ,  b u t  S c o t t  was t o  pay Rs. 30,000 as  soon as  he was a b l e  
( P a r t n e r s h i p  Agreement ,  1 March 1864, UGD 9 1 /8 ) .  S c o t t  l e f t  the  
b u s i n e s s  i n  1866 a n d  J .  A. A n d e r s o n  a n d  W. H. N i c h o l s o n  w e r e  
g i v e n  a  t w o - s i x t e e n t h s  s h a r e  e a c h  and J a m e s  F i n l a y  r e c e i v e d  a 
t w e l v e - s i x t e e n t h s  s h a r e .  B o t h  men h a d  t o  pa y  Rs. 2 0 , 0 0 0  f o r  
g o o d w i l l  and  a s  a c o n t r i b u t i o n  t o  t h e  c a p i t a l  ( P a r t n e r s h i p  
Agreement ,  1 J a n u a r y  1866, UGD 91/8) .
I n  1864, t h e  L i v e r p o o l  b ranch  was s e t  up on t h e  same b a s i s .  
S. S m i t h ,  t h e  r e s i d e n t  p a r t n e r ,  was  g i v e n  o n e - f i f t h  s h a r e  and  
J a m e s  F i n l a y  r e c e i v e d  f o u r - f i f t h s  s h a r e .  T h i s  p r o f i t  s h a r i n g  
c l a u s e  changed t o  o n e - f o u r t h / t h r e e  f o u r t h s  i n  1871 ( P a r t n e r s h i p  
A g r e e m e n t s ,  1 M arch  1 864 ,  1 J a n u a r y  1871 ,  UGD 9 1 / 8 ) .  The
C a l c u t t a  b r a n c h  ( F i n l a y  M u i r  a n d  Company) was  s e t  up i n  1 870.  
The r e s i d e n t  p a r t n e r  was  J .  A. A n d e r s o n ,  who was  t o  r e c e i v e  t e n  
s i x t y - f o u r t h s  a n d  J a m e s  F i n l a y ,  who was  t o  r e c e i v e  f i f t y - f o u r  
s i x t y - f o u r t h  s. T h i s  was m o d i f i e d  when J .  M a c a l i s t e r  was made a 
p a r t n e r  i n  1871, t h e r e b y  a d j u s t i n g  James  F i n l a y ’s s h a r e  t o  f o r t y -  
e i g h t  s i x t y - f o u r t h s  and  t h e  two  C a l c u t t a  p a r t n e r s  w i t h  e i g h t  
s i x t y - f o u r t h s  each  ( P a r t n e r s h i p  Agreements ,  22 October  1870 and 
1873 ,  UGD 9 1 / 8 ) .
The C a l c u t t a  and Bombay Branch e x p e r i e n c e d  f u r t h e r  changes 
i n  1876 when Rober t  Ewing was made a p a r t n e r  i n  both t h e  Bombay 
( F i n l a y  M u i r  f r o m  I 87O) and  C a l c u t t a  b r a n c h  p a r t n e r s h i p s .  He 
s h a r e d  i n  t h e  C a l c u t t a  p a r t n e r s h i p  by n e g o t i a t i n g  s i x t e e n  s i x t y -  
f o u r t h s  and  i n  t h e  Bombay p a r t n e r s h i p  f o u r - s i x t e e n t h s .  The
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Bombay s h a r e  was g i v e n  t o  Ewing as  c om pensa t ion  f o r  t h e  C a l c u t t a  
b r a n c h ’ s now s u p e r v i s i o n  o f  t h e  Bombay B r a n c h  ( P a r t n e r s h i p  
Agreement ,  1 J u l y  1876, UGD 91 /8 ) .  Due t o  t h e  r e t i r e m e n t s  o f  t h e  
p r e v i o u s  p a r t n e r s  a t  t h e s e  b r a n c h e s ,  E w ing  was  now t h e  s o l e  
p a r t n e r  a t  e a c h  o n e .  R o b e r t  Ew ing  r e t i r e d  i n  1879 b e c a u s e  o f  
d i s a g r e e m e n t s  w i t h  t h e  head  o f f i c e .  When Ewing l e f t  i n  1879, t h e  
p r a c t i c e  o f  a d m i t t i n g  p a r t n e r s  t o  any  o f  t h e  o v e r s e a s  b r a n c h e s  
c e a s e d .
W i t h in  t h e  U n i t e d  Kingdom, t h e  L i v e rp o o l  p a r t n e r s h i p  changed 
i t s  s h a r i n g  r u l e  w i t h  J a m e s  F i n l a y  a g a i n  i n  1876.  T h i s  t i m e  
Samuel  Sm i th  was t o  r e c e i v e  t w o - f i f t h s  and James  F i n l a y ,  t h r e e -  
f i f t h s  ( P a r t n e r s h i p  Agreement ,  16 October  1876, UGD 91/8) .  This  
a g re e m e n t  r e m a in e d  i n t a c t  u n t i l  1883 when Sm i th  r e s i g n e d  be cause  
h i s  p o l i t i c a l  d u t i e s  became too  demanding ( Brogan,  1951, p. 46). 
The p r a c t i c e  o f  a d m i t t i n g  p a r t n e r s  s toppe d  a t  L i v e rp o o l  a t  t h i s  
t im e .
The London o f f i c e  was s e t  up i n  1871 w i t h  t h e  f o r m e r  Glasgow 
p a r t n e r ,  H. B. M u i r ,  i n  c h a r g e .  He was  s u c c e e d e d  by W. L. 
Watson,  who was a  n o n - p r o p r i e t a r y  p a r t n e r  i n  James  F i n l a y  from 
1873. However , a s  w e l l  a s  r e c e i v i n g  h i s  two t w e n t y - n i n t h s  s h a r e  
o f  t h e  p r o f i t s  o f  J a m e s  F i n l a y ,  h e  r e c e i v e d  o n e - s i x t e e n t h  o f  
F i n l a y  M u i r ’s  p r o f i t s  and  o n e - t e n t h  o f  t h e  London o f f i c e ’s 
p r o f i t s .  T h i s  l a s t  a p p o r t i o n m e n t  c h a n g ed  t o  o n e - f i f t h  i n  1876 
( P a r t n e r s h i p  A g r e e m e n t s ,  2 F e b r u a r y  1 874 and  11 J u l y  1876,  UGD 
9 1 / 8 ) .  W a t s o n  r e t i r e d  f r o m  t h e  London  o f f i c e  i n  1 890 when R. 
W i l l i a m s o n  from t h e  C a l c u t t a  b ranch  took  over .  The p r a c t i c e  o f  
a d m i t t i n g  p a r t n e r s  s to p p e d  a t  t h i s  t i m e  i n  t h e  London o f f i c e .
Once t h e  p r a c t i c e  o f  a d m i t t i n g  p a r t n e r s  t o  e a c h  o f  t h e  
b r a n c h e s  c eased ,  manage rs  and a s s i s t a n t s  e n t e r e d  i n t o  employment  
c o n t r a c t s  w i t h  James F i n l a y .  Depending on s e n i o r i t y ,  l o c a t i o n ,
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t h e  p r e s e n c e  o f  f a m i l y  m e m b e r s ,  a n d  t h e  p a r t i c u l a r  a r e a  o f  t h e  
b u s i n e s s ,  t h e  employees  were  p a i d  e i t h e r  a f i x e d  amount,  a mix o f  
a f i x e d  a m o u n t  and  a c o m m i s s i o n  a m o u n t  b a s e d  on r e s u l t s ,  o r  
w h o l l y  c o m m i s s i o n  w i t h  a g u a r a n t e e d  minimum. These d i f f e r i n g  
c o n t r a c t i n g  a r r a n g e m e n t s  and t h e i r  a c c o u n t i n g  i m p l i c a t i o n s  w i l l  
be e x p lo r e d  i n  S e c t i o n  C.
The  s w i t c h  t o  e m p l o y m e n t  c o n t r a c t i n g ,  r a t h e r  t h a n  
p a r t n e r s h i p  a r r a n g e m e n t s ,  I n c r e a s e d  G l a s g o w ’s  c o n t r o l  o v e r  t h e  
b r a n c h e s  and  b y - p a s s e d  t h e  p r o b l e m  o f  h a v i n g  t o  a r r i v e  a t  
v a l u a t i o n s  f o r  g o o d w i l l  and o t h e r  p r o p e r t y  b e lo n g i n g  t o  a  branch 
e ve ry  t i m e  t h e r e  was a  change o f  p a r t n e r .
ORGANISATIONAL DEVELOPMENT OF JAMES FINLAY & CO. 
1750 -  1924
K a r a c h i , e s t .  1 890 
branch
C h i t t a g o n g , e s t .  1901 
branch
London, e s t ,  1871 
p ’ s h ip  t o  1890 
branch 1890-1924
Bombay,e s t .  1863 
p ’ s h i p  t o  1879 
branch  1879-1924
Rangoon, e s t .  1893 
branch
Colombo, e s t .  1893 
b ranch
C a l c u t t a ,  e s t .  1870 
p ’ s h i p  t o  1879 
branch  1879-1924
L i v e r p o o l ,  e s t .  1864 
p ’ s h i p  t o  I 883 
b r a n c h  1883-1924
James F i n l a y  & Co. ,  e s t .  1750 
p a r t n e r s h i p  t o  1909 
p r i v a t e  l i m i t e d  company t o  1924 
p u b l i c  company 1924 onwards
F ig u re  1
Source:  UGD 91/8 and 91/265
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F u r t h e r  b r a n c h e s  w e r e  e s t a b l i s h e d  a t  K a r a c h i  i n  I 8 9 O, 
Colombo i n  1893, Rangoon and J a v a  i n  1893 and C h i t t a g o n g  i n  1901, 
The Karach i  b ranch  was r u n  a s  a s u b s i d i a r y  b ranch o f  F i n l a y  Muir  
i n  Bombay.  The C h i t t a g o n g  b r a n c h  was r u n  i n  l i k e  f a s h i o n  f ro m  
C a l c u t t a  a n d  t h e  Rangoon a n d  J a v a  b r a n c h e s  w e r e  m anaged  f r o m  
Glasgow. Colombo was s e t  up a s  an in d e p e n d e n t  branch.
F i g u r e  1 s h o w s  t h e  d e v e l o p m e n t  o f  J a m e s  F i n l a y  and  i t s  
v a r i o u s  b ranches .
b . J o in t-S to c k  S u b s id ia r ie s
P a r t  o f  t h e  i n v e s t m e n t  g r o u p  s t r a t e g y  was t o  s e t  up 
j o i n t - s t o c k  s u b s i d i a r i e s .  The l e g a l  f ram ew ork  f o r  t h e  c r e a t i o n  
o f  j o i n t - s t o c k  c o m p a n i e s  i n  t h e  U n i t e d  Kingdom was  made 
r e a s o n a b l y  e a s y  a f t e r  1856. T h i s  meant  t h a t  i t  was p o s s i b l e  f o r  
p r i v a t e  t r a d i n g  p a r t n e r s h i p s ,  s u c h  a s  J a m e s  F i n l a y ,  t o  s p o n s o r  
l i m i t e d  l i a b i l i t y  companies .  Such  c o m p a n i e s  w e r e  d e p e n d e n t  on 
t h e  p a r t n e r s h i p ,  b u t  i n  l a w  w e r e  f i n a n c i a l l y  a u t o n o m o u s ,  so 
c o n t a i n i n g  t h e  r i s k s  i n v o l v e d  o f  t h e  v a r i o u s  i n v e s t m e n t s  i n  t e a ,  
j u t e  and c o t t o n .
The f a m i l y  name, t h e r e f o r e ,  a t t r a c t e d  t h e  n e c e s s a r y  c a p i t a l ,  
w h i l e  t h e  j o i n t - s t o c k  s u b s i d i a r y  c o n t a i n e d  any  p o s s i b l e  l o s s e s .  
Chapman ( 1 9 8 4 ,  p. 142) s u g g e s t s  t h a t  M u i r  was  p r o b a b l y  t h e  
e a r l i e s t  t o  r e a l i s e  t h e  p o t e n t i a l  o f  t h e  j o i n t - s t o c k  s u b s i d i a r y  
a s  a  way o f  expand ing  and d i v e r s i f y i n g .  ^
The f i r s t  two j o i n t - s t o c k  s u b s i d i a r y  i n v e s t m e n t s  were i n  t h e  
j u t e  i n d u s t r y .  Tea i n v e s t m e n t s  were t hen  u n d e r t a k e n  and i n  t h e  
e a r l y  t w e n t i e t h  c e n tu r y  c o t t o n  m i l l  companies  were s e t  up ( see  
P a r t  Two). The i n v e s t m e n t s  were  c a r r i e d  o u t  and managed i n  t h e  
same way as  The Champdany J u t e  Company Ltd .  ( s e e  Chapter  E igh t ) .
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J a m e s  F i n l a y  w o u ld  h a v e  m a j o r i t y  s h a r e  o w n e r s h i p ,  w i t h  t h e  
m i n o r i t y  s h a r e h o l d e r s  a t t r a c t e d  t o  t h e  i n v e s t m e n t  b e c a u s e  o f  
James F i n l a y ’s name and t h e i r  w i l l i n g n e s s  t o  make a s u b s t a n t i a l  
i n v e s t m e n t  t h e m s e l v e s .  S i r  John  Muir ,  up t o  1902, was cha i rm an  
o f  t h e  d i r e c t o r s  o f  a l l  o f  James F i n l a y ’s i n v e s t m e n t  companies .  
James F i n l a y  c o n t r o l l e d  each o f  t h e  companies  by v i r t u e  o f  t h e i r  
h a v in g  t h e  m a j o r i t y  s h a r e h o l d i n g .
James F i n l a y  i n  Glasgow were a p p o in t e d  company s e c r e t a r i e s  
i n  a l l  c a s e s .  They w o u l d  a r r a n g e  f o r  d i r e c t o r s ’ m e e t i n g s  and  
h a v e  t h e  a n n u a l  a c c o u n t s  p r i n t e d  and  g e n e r a l l y  l o o k e d  a f t e r  
company a d m i n i s t r a t i o n  o f  t h e  companies  f rom Glasgow. This  was 
done f o r  a f i x e d  s e c r e t a r i a l  f ee .  F i n l a y  Muir  ( a f t e r  1909, James 
F i n l a y )  would manage t h e  com panies  o u t  i n  I n d i a  and c a r r y  o u t  t h e  
d i r e c t o r ’ s  i n s t r u c t i o n s  f r o m  G l a s g o w .  F o r  t h e i r  m a n a g e r i a l  
s e r v i c e s ,  t h e y  would r e c e i v e  a managing  agency f e e .  Th is  would 
be i n  t h e  n a t u r e  o f  a c o m m i s s i o n  b a s e d  o n  s a l e s .  J a m e s  F i n l a y  
would a l s o  b e n e f i t  t h rough  p r o v i d i n g  v a r i o u s  f i n a n c i a l  s e r v i c e s ,  
s u c h  a s  w o r k i n g  c a p i t a l  f i n a n c e  and  by b e i n g  a  g u a r a n t o r  f o r  
v a r i o u s  l o a n s ;  t h e y  a l s o  w o u l d  b e n e f i t  t h r o u g h  p r o v i d i n g  
i n s u r a n c e ,  s h i p p i n g  and w arehouse  s e r v i c e s .
N o t h i n g  r e a l l y  c h a n g e d ,  u n t i l  i n  1909 ,  when  J a m e s  F i n l a y  
b e c a m e  a  p r i v a t e  l i m i t e d  l i a b i l i t y  company u n d e r  t h e  1907 
Companies  Act.  The p r i v a t e  company to o k  ove r  a l l  t h e  j o i n t - s t o c k  
s u b s i d i a r y  i n v e s t m e n t s .  The t r u s t e e s  o f  S i r  John  Muir,  who had 
b e e n  r u n n i n g  t h e  b u s i n e s s ,  h a d  d i s p e n s e d  w i t h  f a m i l y  p r o p e r t y  
s u c h  a s  D e a n s t o n  House  by 1909.  The s e t t i n g  up o f  a p r i v a t e  
company  w as  due  t o  " f a m i l y  r e a s o n s "  (DM, UGD 9 1 / 1 7 8 / 5 ) .  The 
p r i v a t e  company s y s te m  would have enab led  t h e  s h a r e h o l d i n g s  t o  be 
d i s p e r s e d  among t h e  f a m i l y  and  some s e n i o r  m a n a g e r s ,  t h e r e b y  
m a i n t a i n i n g  f a m i l y  c o n t r o l ,  and a l s o  would have dec re a sed  f i s c a l
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e x posu re  t o  t a x a t i o n  and d e a th  d u t i e s .
c . The Managing Agency Systam
The manag ing  agency sy s te m  o f  management  was i d e a l l y  
s u i t e d  t o  t h e  i n v e s t m e n t  group concep t .  The o u t s i d e  i n v e s t o r s  i n  
t h e  j o i n t - s t o c k  s u b s i d i a r i e s  knew t h a t  t h e  management  had f i r s t ­
hand knowledge o f  t h e  c o n d i t i o n s  i n  I n d i a .  Also,  a s  t h e  I n d i a n s  
w e r e  n o t  t o  be t r u s t e d  w i t h  t h e  r e s p o n s i b i l i t i e s  o f  b u s i n e s s  
management ,  m anaging  a g e n t s  cou ld  p r o v i d e  a co n t in u o u s  f low  o f  
m a n a g e r i a l  t a l e n t  w i t h  l o c a l  b u s i n e s s  e x p e r i e n c e  (K l in g ,  1966, p. 
4 0 ) .  J a m e s  F i n l a y  w e r e  n o t  o n l y  m a n a g i n g  a g e n t s  f o r  t h e i r  own 
com pan ies ,  b u t  t h e y  were  a l s o  a p p o i n t e d  managing a g e n t s  f o r  o t h e r  
c o n c e r n s  i n  which  t h e y  had l i t t l e  o r  no p r o p r i e t a r y  i n t e r e s t .  I n  
s p o n s o r i n g  a new i n v e s t m e n t ,  u s u a l l y  t h e  m a n a g i n g  a g e n t s  t o o k  
f u l l  c h a r g e  o f  t h e  c o n s t r u c t i o n  o f  b u i l d i n g s ,  p u r c h a s e  o f  
m a c h i n e r y ,  s e c u r i n g  o f  s t a f f ,  c o n d u c t  o f  o p e r a t i o n s  and  
m a r k e t i n g .  They a l s o  u s u a l l y  t o o k  t h e  l e a d i n g  p a r t  i n  t h e  
f i n a n c e  o f  t h e  e n t e r p r i s e  ( B u c h a n a n ,  1 9 6 6 ,  p .  1 6 6 ) .  The  
d i r e c t o r s  g e n e r a l l y  had a  p a s s i v e  r o l e  i n  t h e  e n t e r p r i s e  and were 
r e l i e v e d  o f  any  r e a l  r e s p o n s i b i l i t y .  The r e s p o n s i b i l i t y  and 
p o w e r  o f  t h e  s h a r e h o l d e r s  w e r e  a l m o s t  n o n - e x i s t e n t  a s  w e l l  
( A n s t e y ,  1942 ,  p. 114) .
The d i r e c t o r s  i n  t h e  James F i n l a y  companies ,  however ,  took  
a n  a c t i v e  m a n a g e m e n t  i n  t h e  C o m p a n ie s .  Some o f  t h e  d i r e c t o r s  
v i s i t e d  t h e  c o m p a n i e s  t o  make r e p o r t s  b a c k  t o  t h e i r  f e l l o w  
d i r e c t o r s  a nd  a l s o  S i r  J o h n  M u i r  r e g u l a r l y  v i s i t e d  I n d i a  t o  
examine  p r o g r e s s  and check o u t  e x p a n s io n  o p p o r t u n i t i e s .  This  was 
e s p e c i a l l y  s o  i n  t h e  t e a  a r e a ,  when i n  1894 h e  a c q u i r e d  and  
p i o n e e r e d  t h e  de ve lopm en t  o f  a l a r g e  t r a c t  o f  l a n d  i n  South I n d i a
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f o r  t h e  Kenan Devan Co., L t d .  ( B r o g a n ,  1951,  p. v i i i ) .
G r i f f i t h s  ( 1 9 7 7 ,  p. 1 3 0 f f )  h a s  s u g g e s t e d  t h a t  t h e  m a n a g i n g  
agency sys tem  overcame t h e  s h o r t  supp ly  o f  m a n a g e r i a l  e x p e r t i s e  
i n  I n d i a  and e n a b le d  a l i m i t e d  number o f  e x p e r i e n c e d  managers  to  
a p p l y  t h e i r  p r o f e s s i o n a l  s k i l l  t o  m ore  t h a n  one  f i e l d .  He 
f u r t h e r  s t a t e s  t h a t  " t h e r e  can be l i t t l e  doubt  t h a t  such a sys tem 
was a l m o s t  e s s e n t i a l  t o  t h e  economic  growth  o f  n i n e t e e n t h  c e n tu r y  
I n d i a "  (1 9 7 7 ,  p. 136) .  Brown ( 1 9 8 5 ,  Ch. 3) and  K i d r o n  (1 9 6 5 ,  
P a r t  1) t a k e  a d i f f e r e n t  v i e w  on  t h e  m a n a g i n g  a g e n c y  s y s t e m .  
They  s u g g e s t  t h a t  t h e  s y s t e m  was  a c o n t r i v a n c e  i n  t h a t  i t  was 
e s s e n t i a l l y  an i n s t r u m e n t  o f  B r i t i s h  i m p e r i a l i s m .  I t  was used as  
a  way o f  c o n t r o l l i n g  l a r g e  s e c t o r s  o f  t h e  j u t e ,  t e a  and  m i n i n g  
i n d u s t r i e s ,  e s p e c i a l l y  i n  E a s t  I n d i a ,  by B r i t i s h  manag ing  a g e n t s .
The i n v e s t m e n t  g roup-m anag ing  agency c o m b in a t io n ,  however ,  
d i d  p r e s e n t  p r o b le m s  i f  t h e  i n v e s t m e n t s  were no t  p r o f i t a b l e  a t  
any t im e .  As Oiapman s t a t e s  " t h e  a r t  o f  t h o s e  who c o n t r o l l e d  t h e  
i n v e s t m e n t  group was o f  knowing how t o  use o t h e r  p e o p l e ' s  money 
p r o f i t a b l y "  ( 1 9 8 5 ,  p.  2 4 5 ) .  As w i l l  be  m e n t i o n e d  i n  t h e  c a s e  
s t u d y  on  t h e  Champdany J u t e  Company,  w i t h i n  t h e  o w n e r s h i p  
s t r u c t u r e ,  t h e r e  e x i s t e d  t h e  p o t e n t i a l  f o r  c o n f l i c t  be tw een  th e  
o u t s i d e ,  m i n o r i t y  s h a r e h o l d e r s  a n d  t h e  m a j o r i t y  J a m e s  F i n l a y  
s h a r e h o l d e r s .  I n  t h e  j u t e  a nd  t e a  c o m p a n i e s ,  t h e  m i n o r i t y  
s h a r e h o l d e r s  became d i s g r u n t l e d  w i t h  James F i n l a y  over  t h e  l a c k  
o f  a r e g u l a r  d i v i d e n d  r e f l e c t i n g  t h e  r i s k s  a s s o c i a t e d  w i t h  
i n v e s t i n g  i n  I n d i a .  James F i n l a y  was p r i m a r i l y  concerned  w i t h  
t h e  l o n g - t e r m  s u r v i v a l  o f  t h e i r  companies .  Also,  th e y  r e c e i v e d  
managing  agency  comm iss ions  and o t h e r  commiss ions  f o r  f i n a n c i a l  
s e r v i c e s  r e g a r d l e s s  o f  w he the r  a d i v id e n d  was d e c l a r e d .  This  l e d  
t h e  m i n o r i t y  s h a r e h o l d e r s  t o  a c c u s e  J a m e s  F i n l a y  o f  u n d u l y  
s u b o r d i n a t i n g  t h e i r  i n t e r e s t  i n  a r e g u l a r  d iv id e n d  payment  so as
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t o  d i r e c t l y  b e n e f i t  James F i n l a y .  In  t h e  Champdany J u t e  Company 
L t d . ,  c e r t a i n  m i n o r i t y  s h a r e h o l d e r s  became so d i s g r u n t l e d  t h a t  
t h e y  i n i t i a t e d  a c o u r t  a c t i o n  a g a i n s t  J a m e s  F i n l a y .  B r o g a n  
comments  on t h e  i l l - f e e l i n g  by t h e  m i n o r i t y  s h a r e h o l d e r s  o f  t h e  
t e a  c o m p a n i e s ,  by s t a t i n g  " S h a r e h o l d e r s  came t o  t h e  Annua l  
M e e t i n g s  i n  no mood t o  g r e e t  t h e  D i r e c t o r s  w i t h  g r a t e f u l  
a p p la u s e .  There were  s to r m y  s c e n e s ,  v e r y  t r y i n g  f o r  t h e  Chairman 
a nd  o t h e r  D i r e c t o r s  who ha d  f u l l  s y m p a t h y  w i t h  t h e  f e e l i n g s  o f  
t h e  s h a r e h o l d e r s ,  f o r  many o f  whom t h e y  knew t h e  l o s s  o f  
d i v i d e n d s  was a  g r i e v o u s  blow. Dur ing S i r  John  M uir ' s  l a s t  days,  
s addened  by t h e  i l l - f e e l i n g  f e l t  t o w a r d s  him by many s h a r e h o l d e r s  
o f  h i s  C o m p a n i e s ,  h i s  e l d e s t  s o n ,  A l e x a n d e r  Kay,  t o o k  o v e r  t h e  
r e i n s  o f  o f f i c e  a n d  b e c am e  C h a i r m a n  o f  t h e  S t e r l i n g  C om pa n ie s  
w i t h i n  t h e  a m b i t  o f  t h e  James  F i n l a y  and Company group" (1951,  p. 
v ) .  T h e r e  w a s ,  t h e r e f o r e ,  i n  t i m e s  o f  low  p r o f i t a b i l i t y ,  an  
u n e a s i n e s s  e x p r e s s e d  by t h e  m i n o r i t y  s h a r e h o l d e r s  t h a t  was 
e x a c e r b a t e d  by t h e  managing agency sys tem.
Y e t ,  t h e  i n v e s t m e n t  g r o u p  a p p r o a c h  p r o v i d e d  a n  
o r g a n i s a t i o n a l  s t r u c t u r e  where  James F i n l a y  no t  o n l y  economised  
on management  s k i l l s  t h rough  t h e  managing  agency sy s te m ,  bu t  a l s o  
a c h i e v e d  v e r t i c a l  and h o r i z o n t a l  i n t e g r a t i o n s  t h a t  a l l o w e d  them 
t o  i n d u l g e  i n  c o m b i n e d  i n v e s t m e n t .  7 They l i n k e d  t r a d e  and 
f i n a n c e  w i t h  t h e  j u t e ,  t e a  and c o t t o n  i n d u s t r i e s .  H i i s  was a id e d  
by James  F i n l a y ' s  a c c e s s  t o  c a p i t a l .  The a d d i t i o n a l  c a p i t a l  t h a t  
was needed f o r  t h e i r  i n v e s t m e n t s  i n  i n d u s t r y  was r a i s e d  th rough  
t h e  j o i n t - s t o c k  s u b s i d i a r y .
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d . Fam ily C ontrol o f  th e  B u sin ess
J o h n  M u i r ,  who w as  t h e  f a t h e r - i n - l a w  o f  A l e x a n d e r  
Kay, r e t i r e d  from th e  p a r t n e r s h i p  i n  1873, bu t  l e f t  h i s  c a p i t a l  
i n  t h e  b u s i n e s s  u n t i l  1881.  On t h e  d e a t h  o f  S i r  J o h n  M uir  i n
1 9 0 3 , a s  a l r e a d y  m e n t i o n e d ,  h i s  tw o  s o n s ,  A. K. and  J .  F, M u i r ,
c o n t r o l l e d  t h e  b u s i n e s s  u n t i l  1936.
One o f  t h e  a d v a n t a g e s  o f  t h e  i n v e s t m e n t  g r o u p  a p p r o a c h  t o  
s t r u c t u r i n g  J a m e s  F i n l a y  a n d  Company,  was  t h a t  i t  m a i n t a i n e d  
e f f e c t i v e  economic  power  w i t h i n  t h e  t i g h t l y - k n i t  c o n f i n e s  o f  t h e  
f a m i l y .  I t  was much more t h a n  a  f a m i l y  b u s i n e s s  i n  t h e  a c c e p t e d
s e n s e ,  h o w e v e r ,  b e c a u s e  o f  i t s  s i z e  and d i v e r s i t y .  Chapman
p o i n t s  o u t  t h a t  t h e  i n v e s t m e n t  g r o u p  t y p e  o f  o r g a n i s a t i o n  "was  
a b l e  t o  a v o id  t h e  clumsy l e a d e r s h i p  o f  such m a n u f a c t u r i n g  g i a n t s  
a s  I m p e r i a l  Tobacco and t h e  C a l i c o  P r i n t e r s  A s s o c i a t i o n  t h a t  were  
f e d e r a t i o n s  o f  j e a l o u s  f a m i l y  i n t e r e s t s "  (1985, p. 231).
U s u a l l y  f a m i l y  b u s i n e s s e s  c a m e  u n d e r  p r e s s u r e  w h e n  
d i v e r s i f i c a t i o n  o c c u r r e d  a n d  a  f a i l u r e  t o  d i v e r s i f y  h a s  o f t e n  
b e e n  a s s o c i a t e d  w i t h  t h e  d e s i r e  t o  m a i n t a i n  f a m i l y  c o n t r o l  
(Hannah, 1974; Channon, 1973). However, James F i n l a y  and Company 
w ere  a b l e  t o  e x e r c i s e  t i g h t  f a m i l y  c o n t r o l  and were s t i l l  a b le  t o  
d i v e r s i f y  a nd  r e d e p l o y  c a p i t a l .  The u se  o f  t h e  j o i n t - s t o c k  
s u b s i d i a r y  r e l i e d  on  t h e i r  a b i l i t y  t o  a t t r a c t  t h e  a d d i t i o n a l  
c a p i t a l  t h e y  needed. Th is  depended more on t h e  f i r m ’s r e p u t a t i o n  
and t h e  Muir  name and n o t ,  i n  any s i g n i f i c a n t  way, on t h e  fo rm a l  
c a p i t a l  m a r k e t  (Kennedy, 1976).
The use  o f  e m p l o y m e n t  c o n t r a c t s  r a t h e r  t h a n  p a r t n e r s h i p  
a g re e m e n t s  was a n o t h e r  way o f  m a i n t a i n i n g  f a m i l y  c o n t r o l  o f  t h e  
b u s i n e s s .  Any p r o p r i e t a r y  s h a r e  i n  t h e  b u s i n e s s  was d e n i e d  
employees  once p a r t n e r s h i p  c o n t r a c t i n g  was s topped .
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Another  a s p e c t  o f  t h e  t l ^ t  f a m i l y  c o n t r o l  o f  the  b u s i n e s s  
was t h e  a c t i v e  Glasgow management  o f  t h e  b r a n c h e s  and t h e  j o i n t -  
s t o c k  s u b s i d i a r i e s .  S i r  John Muir was Chairman o f  t h e  d i r e c t o r s  
i n  a l l  t h e  j o i n t - s t o c k  s u b s i d i a r i e s .  These d i r e c t o r s h i p s  were 
c a r r i e d  on  by h i s  s o n ,  A. K. M u i r .  S i r  J o h n  r e g u l a r l y  made 
v i s i t s  t o  t h e  I n d i a n  b r a n c h e s  e s p e c i a l l y  t h e  C a l c u t t a  branch.
B a g c h i  ( 1 9 7 2 , p .  162)  a n d  Ray ( 1 9 7 9 ,  p. 26 3) b o t h  comment  on 
t h e  f a c t  t h a t  t h e  J a m e s  F i n l a y  I n d i a n  o p e r a t i o n s  s e em e d  t o  be 
d i r e c t e d  f rom Glasgow r a t h e r  t h a n  from I n d i a .  Ray s u g g e s t s  t h a t  
t h i s  m i g h t  h a v e  b e e n  b e c a u s e  J a m e s  F i n l a y  w e r e  o p e r a t i n g  m o re  
t h a n  o n e  b r a n c h  i n  I n d i a  a n d ,  t h e r e f o r e ,  t h e r e  was  t h e  n e e d  f o r  
o v e r a l l  s t r a t e g i c  d e c i s i o n s  t o  be t a k e n  i n  Glasgow.
Chandler  (1980,  p. 402) h a s  s u g g e s t e d  t h a t  t h e  c o n t i n u a t i o n  
o f  t h e  f a m i l y  b u s i n e s s  i n  t h e  U n i t e d  Kingdom was s im p l y  t h a t  t h e  
f a m i l y  wanted  t o  r e t a i n  and manage i t s  b i r t h r i ^ t .  This  was no 
doubt  t r u e  i n  James F a m i l y ' s  c a se ;  however ,  James F i n l a y  was a b l e  
t o  a c h i e v e  a c e r t a i n  amount  o f  a d m i n i s t r a t i v e  c o - o r d i n a t i o n  and 
c o n t r o l  t h r o u g h  t h e  i n v e s t m e n t  g roup-m anag ing  agency sy s tem  o f  
o r g a n i s a t i o n .  W h i l e  t h e  c a s e  o f  J a m e s  F i n l a y ,  and  f o r  t h a t  
m a t t e r  o t h e r  i n v e s t m e n t  g ro u p s ,  does no t  s i g n i f i c a n t l y  change t h e  
o v e r a l l  c o n c l u s i o n s  o f  Q i a n d le r  and o t h e r s  abou t  t h e  m a n a g e r i a l  
c o n s e q u e n c e s  o f  B r i t i s h  n e p o t i s m ,  i t  d o e s  h o w e v e r ,  show how 
f a m i l y  c o n t r o l  can s t i l l  be m a i n t a i n e d  i n  a t i m e  o f  r a p i d  growth  
i n  t h e  s c a l e  o f  i n t e r n a t i o n a l  t r a d e  a n d  i n v e s t m e n t ,  by 
d i v e r s i f i c a t i o n  a n d  r e d e p l o y m e n t  o f  c a p i t a l ( C h a p m a n ,  1985 ,  p. 
2 4 4 ) .
I t  w i l l  be shown  i n  t h e  n e x t  s e c t i o n  t h a t  a c c o u n t i n g  
p r a c t i c e s  were  used as  p a r t  o f  t h e  c o n t r o l  mechanisms used by th e  
f a m i l y .
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4 .  Hie Growth o f  James F in la y  and Company
T a b l e  1 s h o w s  d e t a i l s  o f  t h e  p r o f i t  r e c e i v e d  by J a m e s  
F i n l a y  i n  Glasgow from t h e  v a r i o u s  b r a n c h e s .
PROFITS RECEIVED BY JAMES FINLAY 
FROM THEIR BRANCHES I 87O -  1920
Date Bombay C a l c u t t a Colombo L iv e rp o o l London
£ £ £ £ £
1870 (4 ,2 5 6 ) — -
1871 8,168 - - -
1872 (255) 1,077 - (11 ,597 )
1873 (2 , 590) ( 8 ,0 9 0 ) ( 9 ,600 ) ( 6 ,239 )
1874 4 ,4 67 ( 1 7 ,5 2 1 ) 2 ,250 (11 ,0 61)
1875 ( 1 ,3 2 0 ) ( 1 4 ,668 ) (3 ,544 ) (293)
1876 617 3 ,816 9 ,000 3,179
1877 1,805 3,201 3 ,6 00 6,025
1878 ( 1 ,4 0 4 ) 22 ,1 07 1,200 878
1879 4 ,580 9,834 9 ,000 2,884
1880 12,844 15,804 1,800 4,004
1881 0 21,776 3 ,255 6 ,358
1882 11,680 28 ,507 ( 2 ,7 2 5 ) 4,952
1883 4 ,739 2 0 ,9 2 8 ( 1 ,130 ) (8 ,1 0 1 )
1884 ( 5 ,8 4 2 ) ( 9 ,3 9 9 ) 671 0
1885 6,534 ( 2 ,4 5 6 ) 0 0
1886 5 ,048 ( 4 ,0 6 2 ) 0 0
1887 4 ,1 77 31 ,450 (255) (1 ,950 )
1888 6 ,3 7 0 23 ,676 ( 1, 2 2 9 ) 3,892
1889 6 ,262 642 595 4,564
1890 4,821 19,162 ( 2 ,5 0 1 ) 0
1891 4,374 9 ,697 0 0
1892 6 ,697 9 ,199 ( 6 ,4 7 6 ) 0
1893 (714) 5,114 0 0
1894 10 ,898 0 1,080 0 0
1895 (438) 0 3 ,000 0 0
1896 ( 1 ,8 1 8 ) 0 3 ,4 0 0 0 0
1897 ( 4 ,2 9 4 ) 21 ,8 87 5 ,115 (2 , 038) 0
1898 (119) 0 4 ,2 16 385 0
1899 8,517 0 5 ,733 242 9,354
1900 4 ,387 17,310 3,634 ( 3 ,875 ) 6,291
1901 8,330 4 ,9 3 8 0 ( 5 ,1 7 3 ) 12,950
1902 5 ,725 0 0 ( 5 ,016 ) 8,722
1903 2 ,1 8 8 4 ,5 07 2 ,6 4 3 (157) 2 ,320
1904 7 ,2 2 3 7 ,4 3 8 1,307 (455) 5 ,638
1905 14 ,849 12,076 0 0 7,436
1906 11,671 4 2 ,918 3,724 419 5,876
1907 5,742 3 ,233 2,861 610 2,035
1908 1 ,788 ( 3 ,5 8 5 ) 3 ,615 46 0
1909 11,099 ( 4 ,8 7 0 ) 2 ,9 9 5 109 11,262
1910 4 ,390 15,171 3 ,276 242 5,415
1911 9,06  8 14 ,055 2,136 340 6,795
1 6 4
1912 8,049 25 , 870 2 ,819 (774) 10,054
1913 0 2 3 ,629 2 ,139 987 0
1914 0 19,473 (738) 0 0
1915 0 4 4 ,3 6 8 4 ,097 (788) 0
1916 0 53 ,147 11,063 1,521 11,621
1917 40,571 49,114 10,660 2 ,699 15,218
1918 31,336 107,775 20 ,6 15 3,030 15,334
1919 35,914 165,154 38 ,769 1,799 11,090
1920 2 ,0 83 29 ,679 12,402 151 7 ,2 9 8
1921 0 9,342 (151) 130 (76)
1922 1,984 36,411 6,211 6 06 1,092
1923 36,911 37 ,624 11,379 (622) ( 4 ,2 6 7 )
1924 0 59 ,065 13,313 (944) ( 3 ,1 7 7 )
1925 ( 5 ,2 8 6 ) 51 ,565 10,905 (613) ( 1 ,8 1 2 )
TABLE 1
S o u r c e :  ÜGD 9 1 / 1 / 2  t o  9 1 / 1 / 5 ,  91/179
Note:  -  D a ta  u n a v a i l a b l e
I n  t h e  C a l c u t t a  b ranc h ,  t e a  p r o v id e d  t h e  g r e a t e s t  s o u rc e  o f  
i n c o m e  t h r o u g h  m a n a g i n g  a g e n c y  f e e s  a n d  t r a d i n g  o n  t h e i r  own 
a c c o u n t .  T a b l e  2 s h o w s  a b r e a k  d ow n  o f  m a i n  o p e r a t i n g  
d e p a r t m e n t s  a n d  t h e  s a l e s  i n c o m e  r e c e i v e d  f r o m  t h e  m a i n  
i n t e r e s t s .
CALCUTTA BRANCH DEPARTMENTAL SALES 
1885 -  1917
D a t e Tea J u t e P r o d u c e S h i p s I n s . P i e c e
Rs, Rs. Rs. Rs. Rs,
Gds
Rs.
1885 91 ,490 68 ,289 3 0 ,599 48,805 14,516 _
1886 100,343 81,032 25,765 55,235 15,411 -
1887 246,261 80,401 6 0 ,9 4 8 57,477 17,612 -
1888 189,711 118,804 46,301 80,514 30 ,738 -
1889 2 57 ,5 80 154,857 102,917 57,930 30,059 -
1890 399,106 104,084 11 ,908 51,017 35,966 -
1891 263,965 123,195 81,757 50,897 27,037 -
1892 356 ,412 114,067 55,201 42,444 30,716 -





d a t a  i s  m i s s i n g
228,852 209 ,144 3 ,1 13 65,337 63,035
1902 151,972 218 ,6  86 3 ,833 65,930 72,080 -
1903 - - - - - —
1904 143,403 162,220 9 ,592 40,830 63,017 61 ,810
1905 146 ,444 147,860 - 44,472 60,883 55,602
1 6 5
1906 153,029 158,713 38 ,610 44 ,277 108,885 61,029
1907 167,352 183,208 113,855 26 ,010 61,126 8,494
1908 188,497 165,108 (55 ,202) 20,061 62,376 —
1909 162,271 110,016 7 ,0 7 8 16,000 30,876 2,272
1910 211 ,118 130,734 26 ,702 31,478 44 ,638 92,989
1911 205,423 137,382 47 ,948 25,182 46,397 83,656
1912 251 ,897 180,817 63,039 26,059 52,719 73,336
1913 248 ,223 200,192 106,777 31,681 60,294 65 ,060
1914 265,716 161,547 4 4 ,927 8,510 42,080 81,738
1915 317,911 226 ,673 388 ,878 9 ,019 64,299 6 0,880
1916 441,453 303,896 320 ,398 40,671 87,505 73,245
1917 349,361 334,927 235 ,809 107,309 100,979 95,307
TABLE 2
S o u r c e :  ÜGD 91/193
Note :  -  Data  n o t  a v a i l a b l e
A l t h o u g h  d a t a  i s  p a t c h y ,  f r o m  T a b l e  2 i t  c a n  be s e e n  how 
v u l n e r a b l e  J a m e s  F i n l a y * s  i n c o m e  was  t o  c h a n g e s  i n  c o m m o d i t y  
p r i c e s  a nd  how i n s u r a n c e  and  s h i p p i n g  i n c o m e  was t i e d  i n t o  t h e  
commodity s a l e s .
A key a r e a  i n  o p e r a t i n g  t h e  b u s i n e s s  was i n  t h e  m a n i p u l a t i o n  
o f  c r e d i t .  F o r  e x a m p l e ,  t h e  C a l c u t t a  b r a n c h  r e c e i v e d  t h e  
f o l l o w i n g  i n s t r u c t i o n  f r o m  t h e  head o f f i c e  c o n c e r n in g  m a r g i n a l  
c r e d i t s  a r r a n g e d  a t  t h e  Royal Bank o f  S c o t l a n d :
" . . . . t h e  f o l l o w i n g  g e n e r a l  i n s t r u c t i o n s ,  which 
a r e  t o  a p p l y  t o  a l l  R o y a l  Bank M a r g i n a l s ,  
w h e t h e r  s u p p l i e d  t o  t h e  Tea C o m p a n ie s ,  t h e  
Champdany Co. o r  y o u r s e l v e s .  The m a r g i n a l s  
a r e  neve r  t o  be s e n t  home unused,  u n l e s s  under 
s p e c i a l  i n s t r u c t i o n s  f r o m  us .  You w i l l  u se  
t h e m  i n  t h e  f i r s t  p l a c e  t o  s u p p l y  t h e  f u n d s  
y o u  r e q u i r e  l o c a l l y  f o r  t h e  b u s i n e s s  o f  t h e  
companies ,  as  h e r e t o f o r e ,  and t o  s upp ly  funds 
f o r  t e l e g r a p h i c  r e m i t t a n c e  t o  us  w h e n  
s p e c i a l l y  i n s t r u c t e d  by us  t o  do so .  I f  t h e  
b i l l s  a r e  n o t  r e q u i r e d  f o r  e i t h e r  o f  t h e s e  
p u r p o s e s ,  you w i l l  wa tch  t h e  Exchange Market  
c a r e f u l l y  a s  t h e  d a t e  o f  t h e i r  e x p i r y  d r a w s  
n e a r ,  and chose  a s u i t a b l e  o p p o r t u n i t y  t o  s e l l  
them, and r e m i t  t h e  p r o c e e d s  t o  us by t e l e g r a m  
f o r  t h e  c r e d i t  o f  t h e  company  c o n c e r n e d .  By 
j u d i c i o u s  s a l e s  o f  t h e  B i l l s  and p u r c h a s e s  o f  
T e l e g r a p h i c  T r a n s f e r ,  you shou ld  f r e q u e n t l y  be 
a b l e  t o  l a y  t h e  money down w i t h  us f o r  t h e  use 
o f  the  Companies , a t  a v e r y  cheap r a t e ,  and we
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hope you w i l l  s u c ce e d  i n  d o ing  so.  We r e p e a t  
t h a t  i n  no c a s e  a r e  t h e  B i l l s  t o  be r e t u r n e d  
w i t h o u t  s p e c i a l  i n s t r u c t i o n s  from h e r e ,  and i n  
no c a s e  a r e  t h e y  t o  be a l l o w e d  t o  e x p i r e  
b e f o r e  you d e l i v e r  them. We would p r e f e r ,  as  
a r u l e ,  t h a t  th e y  s h o u ld  be d e l i v e r e d  a t  l e a s t  
one o r  two weeks b e f o r e  d a t e  o f  t h e i r  ex p i ry "  
( G la s g o w  F i n a n c e  L e t t e r ,  24 A p r i l  1890 ,  UGD 
9 1 / 1 0 9 / 3 ) .
The m a n a g i n g  a g e n c y  i n c o m e  was  an  i m p o r t a n t  s o u r c e  o f  t h e  
C a l c u t t a  income.  There  i s  no e x t a n t  a r c h i v a l  m a t e r i a l  r e f l e c t i n g  
t h e  i m p o r t a n c e  o f  t h e  t e a  a g e n c i e s ;  however ,  f i g u r e s  c o n c e r n in g  
The Champdany J u t e  Company show i t s  im p o r t a n c e .  From the  f i g u r e s  
a v a i l a b l e ,  t h e  c o m m i s s i o n  e a r n e d  f ro m  t h e  Champdany a g e n c y  
b e tw een  1885 t o  1893 r e p r e s e n t e d  be tw een  t e n  p e r  c e n t  t o  f i f t e e n  
p e r  c e n t  o f  t o t a l  c o m m i s s i o n  e a r n e d  by t h e  C a l c u t t a  B r a n c h .  
B e t w e e n  1901 and  1917 t h e  c o m m i s s i o n s  e a r n e d  f r o m  Champdany 
r e p r e s e n t e d ,  on  a v e r a g e ,  a h i g h e r  p r o p o r t i o n  o f  t h e  t o t a l  
c o m m i s s i o n  i n c o m e ,  when c o m p a r e d  t o  t h e  1885 t o  1893 p e r i o d .  
The a v e ra g e  c om m iss ion  e a rn e d  from diampdany f o r  t h e  1901 t o  1917 
p e r i o d  i s  a r o u n d  t w e n t y - f i v e  p e r  c e n t  o f  t o t a l  i n c o m e  a t  t h e  
b ranch  ( s e e  S e c t i o n  B o f  t h e  Champdany Case Study) .
Ano ther  a d va n ta ge  o f  t h e  i n v e s t m e n t  group s t r a t e g y  was t h a t  
i t  c o n c e a l e d  t h e  m agn i tude  o f  t h e  b u s i n e s s  behind  t h e  f i n a n c i a l  
d a t a  o f  t h e  p a r t n e r s h i p  o r  p r i v a t e ,  p a r e n t  company.  S c o t t  and 
Hughes (1980) l i s t  S c o t l a n d ' s  Top Companies i n  1904-5,  r anked  i n  
t e r m s  o f  c a p i t a l .  I n  t h e  l i s t  o f  t h e  n o n - f i n a n c i a l  c o m p a n i e s ,  
t h e  f o u r  J a m e s  F i n l a y  t e a  c o m p a n i e s  a r e  l i s t e d  a s  e i g h t h ,  
n i n e t e e n t h ,  t w e n t y - f o u r t h  and t w e n t y - s i x t h .  H ow ever ,  i f  J a m e s  
F i n l a y  i s  vi ew ed  a s  an i n v e s t m e n t  group,  t h e i r  s i z e  i n  t e r m s  o f  
c a p i t a l  employed,  would r a n k  them second on ly  t o  J .  and P. Coats  
i n  t h e  n o n - f i n a n c i a l  companies ,  i f  r a i l w a y  companies  a r e  exc luded  
( S c o t t  and  H u g h e s ,  1980 ,  pp.  5 6 - 6 0 ) .
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The Glasgow head  o f f i c e  r e c e i v e d  t h e  p r o f i t s  each  y e a r ,  f rom 
I 87O t o  1920, a s  i n d i c a t e d  i n  T a b le  3.
JAMES FINLAY'S PROFIT (LOSS) I 87O -  1920
Date P r o f i t  
f o r  y r .




£ £ £ £ £
1870 494 7,732
1871 110,513 17,786 92 ,727 1,377 2 ,5 1 2
1872 46,362 5,654 40 ,708 42 3 ,812
1873 - - - (620) 0
1874 - - - 2 ,250 26,443
1875 10,201 8,841 1 ,360 11,530 14,867
1876 40,097 26,411 13,686 326 20 ,067
1877 0 0 0 965 2 3 ,080
1878 68 ,439 56,471 11 ,968 1,420 6 ,000
1879 2 7 ,268 18,200 9 ,067 166 14,499
1880 30,254 2 0 ,2 8 8 8 ,967 427 23,260
1881 32 ,710 24 ,092 9 ,616 188 31,071
1882 95,615 102,191 ( 6 ,5 7 6 ) 229 60 ,248
1883 ( 9 ,6 0 4 ) ( 7 , 7 8 8 ) ( 1 ,8 1 7 ) 1,574 79,736
1884 5,000 0 0 974 2 0 ,000
1885 5,000 0 0 922 29 ,000
1886 5,000 4 ,6 5 5 344 277 21 ,000
1887 5 ,000 0 0 102 63 ,0 00
1888 25 ,0 00 23 ,2 7 5 1,724 131 48 ,000
1889 35 ,000 32 ,586 2 ,4 1 3 26 8 16,500
1890 35,000 32 ,586 2 ,4 1 3 32 23,000
1891 27 ,000 2 5 ,1 3 8 1,862 202 28 ,000
1892 30 ,000 27,931 2 ,064 129 28 ,000
1893 30 ,000 27 ,931 2 ,0 6 8 420 44 ,500
1894 30,000 27,931 2 ,0 6 8 356 11,000
1895 31,000 2 8,862 2 , 1 3 8 827 13,000
1896 ( 7 2 , 129) ( 6 7 ,1 5 4 ) ( 4 ,9 7 4 ) 1,191 110,000
1897 62 ,000 57 ,724 4 ,2 7 5 1,029 10,000
1898 35,000 32 ,586 2 ,4 1 3 504 33,000
1899 - - - 890 87,000
1900 50,000 4 6 ,552 3 ,4 4 8 1,158 0
1901 10,000 9 ,3 1 0 689 637 4 ,000
1902 (102 ,500) ( 9 5 , 4 3 1 ) ( 7 ,0 6 9 ) 355 0
1903 ( 2 1 2 , 099) ( 197, 4 7 2 ) ( 1 4 ,6 2 8 ) - 0
1904 49 ,000 45 ,261 3 ,379 407 0
1905 35 ,000 32 ,586 2 ,414 876 0
1906 (73 ,575 ) 68 ,997 4 ,5 7 8 - -
1907 77,636 77 ,636 - - -
1908 51,922 51,922 - - -
1909 84,200 84 ,200 - - -
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Date P r o f i t  
f o r  Yr.
B a l .  b / f T o t a l P r e f . 
D iv i .
Ord. Div. Bal .  c / f
£ £ £ £ £ £
191Q2 143,292 30,097 173,389 30,000 75,000 68,389
1911 138,739 68,389 20 7 ,1 2 8 30 ,000 - -
1912 - - - 30 ,000 - 60,972
1913 220,186 60 ,972 2 81 ,158 30,000 125,000 126,158
1914 171,702 126 ,158 297 ,860 30,000 100,000 167,860
1915 249 ,226 167,860 417 ,087 30,000 125,000 262,087
1916 320 ,387 262,087 582,474 30 ,000 175,000 377,474
1917 332 ,807 377,474 710,281 30 ,000 200 ,000 480,281
1918 383,212 480,281 863 , 4 93 30,000 750,000 83,493
1919 514 ,273 83,493 597,766 30,000 250 ,000 317,766
1920 173,789 317,766 491,556 30,000 150,000 311,556
TABLE 3
S ourc e :  UGD 9 1 /2 8 /1  -  2 8 / 4 ,  58,  239 ,  282
Notes :  -  D a ta  n o t  a v a i l a b l e
1 These a r e  t h e  amounts t h e  v a r i o u s  p a r t n e r s  o f  
S i r  John  Muir r e c e i v e d .
2 James F i n l a y  was now a p r i v a t e  l i m i t e d  l i a b i l i t y  
company.
The d a t a  shows how v a r i a b l e  t h e  c om m odi t i e s  were  t h a t  James 
F i n l a y  w e r e  d e a l i n g  i n .  The d a t a  a l s o  s h o w s  how w e l l  J a m e s  
F i n l a y  d i d  i n  t h e  war  y e a r s ,  e s p e c i a l l y  t h e  enormous p r o f i t s  i t  
r e c e i v e d  from j u t e  s a l e s  ( s e e  T a b le  2 a l s o ) .
A l t h o u g h  t h e  d a t a  on t h e  u s e  o f  t h e  s u s p e n s e  a c c o u n t  i s  
i n c o m p l e t e ,  i t  can be se en  how r e g u l a r  t h e  a c co u n t  was used and 
how, i n  som e c a s e s ,  t h e  a m o u n t s  w e r e  r e l a t i v e l y  l a r g e .  Fo r  
e x a m p l e ,  i n  1882 a n d  1883 ,  h e a v y  l o s s e s  on s h i p p i n g  w e re  d e a l t  
w i t h  t h r o u g h  t h e  s u s p e n s e  a c c o u n t .  L i k e w i s e ,  i n  1899,  i n d i g o  
l o s s e s  were a c c o u n t e d  f o r  t h rough  t h e  su sp en s e  a c c o u n t .
A l a c k  o f  a v a i l a b l e  d a t a  on t h e  j o i n t - s t o c k  s u b s i d i a r i e s  
p r e c l u d e s  any d e t a i l e d  e x a m i n a t i o n  o f  t h e  t e a  o r  o t h e r  companies,  
a p a r t  f ro m  t h e  Champdany d a t a .  S e c t i o n  C w i l l  now e x a m i n e  how 
a c c o u n t i n g  was  i m p l i c a t e d  i n  many o f  t h e  o r g a n i s a t i o n a l  a r e a s  
o u t l i n e d  above .
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c. THE ROLE OF ACCOUNTING IN THE ORGANISATION
1. In tro d u c tio n
The o r g a n i s a t i o n a l  focus  o f  t h e  d i s c u s s i o n  on a c c o u n t in g  
w i l l  be p r i m a r i l y  on J a m e s  F i n l a y  and  Company and n o t  on 
a c c o u n t i n g  i n  t h e i r  j o i n t - s t o c k  s u b s i d i a r i e s .  The Champdany J u t e  
Company L i m i t e d  case  s tu d y  i s  an example o f  how a c c o u n t in g  was 
i n v o lv e d  i n  one o f  James  F i n l a y ’s i n v e s t m e n t  companies.
An i n t e r e s t i n g  t h r u s t  o f  t h i s  c a s e  s t u d y  i s  t o  s e e  how 
a c c o u n t i n g  b e c am e  c o n t r a c t u a l l y  s i t u a t e d .  Th is  f i r s t  o c c u r r e d  
t h r o u g h  p a r t n e r s h i p  c o n t r a c t s  and  t h e n  t h r o u g h  e m p l o y m e n t  
c o n t r a c t s .  M a n a g e r s  and  a s s i s t a n t s  were t h e  company’s  p r im a r y  
r e s o u r c e s  i n  c a r r y i n g  o u t  t h e  t a s k s  o f  p r o v i d i n g  management  and 
f i n a n c i a l  s e r v i c e s ,  and i n  c a r r y i n g  o u t  t r a d i n g  a c t i v i t i e s .  I t  
w i l l  be s e e n  how a c c o u n t i n g  was  u s e d  a s  a n  i m p o r t a n t  c o n t r o l  
d e v ic e  o v e r  t h e  employees  i n  t h e  o r g a n i s a t i o n .
A c c o u n t i n g  w i l l  be p o r t r a y e d  a s  a  c o n t r o l l i n g  m e c h a n i s m  
r a t h e r  t h a n  a s  p r o v i d i n g  i n f o r m a t i o n  u s e f u l  f o r  d e c i s i o n  making. 
M os t  o f  t h e  c o m p a n i e s  d e c i s i o n - m a k i n g  i n f o r m a t i o n  was  m a r k e t  
i n f o r m a t i o n  c o n s i s t i n g  o f  i n t e r e s t  r a t e s ,  e x c h a n g e  r a t e s  and 
c o m m o d i t y  p r i c e s .  The company  d i d  m anage  c o t t o n  w o r k s  i n  
S c o t l a n d ,  However, u n f o r t u n a t e l y ,  e x t a n t  i n f o r m a t i o n  from around 
1870 t o  1920 i s  n o t  t h a t  e x t e n s i v e ,  so  a c c o u n t i n g  i n  t h i s  
m a n u f a c t u r i n g  c o n t e x t  w i l l  no t  be examined i n  d e t a i l .
The o r g a n i s a t i o n a l  c o n t e x t  o f  t h e  a c c o u n t in g  c r a f t  shows how 
a c c o u n t i n g  emerged and was used w i t h i n  t h e  o r g a n i s a t i o n .  S e c t i o n  
B h a s  s e t  t h e  c o n t e x t  f o r  s u c h  an  o r g a n i s a t i o n a l l y  g r o u n d e d  
approach i n  which  t o  s tudy  a c c o u n t in g .  The case  s tudy  w i l l  now 
g i v e  an o v e r v i e w  o f  t h e  a c c o u n t i n g  i n f o r m a t i o n  p r e p a r e d  i n  t h e
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o r g a n i s a t i o n  and d e s c r i b e  t o  w h a t  e x t e n t  a r c h i v a l  m a t e r i a l  h a s  
been c o n s u l t e d  i n  t h e  U n i v e r s i t y  o f  Glasgow’s a r c h i v e .
2 .  An Overview o f  t h e  E x t a n t  A ccoun t ing  I n f o r m a t i o n
a .  Accoun t ing  I n f o r m a t i o n  P r e p a r e d
At t h e  b ranch  l e v e l  a d e t a i l e d  doub le  e n t r y  sys tem o f  
boo k -k ee p in g  was used. The books,  which i n c l u d e d  books o f  p r im e  
e n t r y  (day books and j o u r n a l s ) ,  and g e n e r a l  and p r i v a t e  l e d g e r s ,  
w e r e  p r e p a r e d  by c l e r k s  u n d e r  t h e  s u p e r v i s i o n  o f  t h e  s e n i o r  i n  
cha rge  o f  t h e  b o o k -kee p ing  d e p a r t m e n t .  Each b ranch ,  a s  i t  grew,  
was  o r g a n i s e d  by d e p a r t m e n t s  w i t h  t h e i r  s e p a r a t e  a c c o u n t i n g  
b o o k s .  A l s o ,  d e p a r t m e n t s  w i t h  l a r g e  n u m b e r s  o f  c l i e n t s  had  
s u b s i d i a r y  l e d g e r s  and  c o n t r o l  a c c o u n t s  i n  o p e r a t i o n  ( e . g .  
C a l c u t t a  Produce Depa r tm en t ,  UGD 91 /109 /3 ) .
S i x - m o n t h l y  o r  y e a r l y ,  d e p e n d i n g  on  t h e  b r a n c h ,  t h e  books  
w e r e  b a l a n c e d  and  d e t a i l s  w e r e  s e n t  t o  t h e  h e a d  o f f i c e  i n  
G l a s g o w .  D e t a i l s  w o u l d  i n c l u d e  a b a l a n c e  s h e e t ,  a p r o f i t  and 
l o s s  s t a t e m e n t ,  d e p a r t m e n t a l  s t a t e m e n t s ,  c l o s i n g  a nd  a d j u s t i n g  
j o u r n a l  e n t r i e s ,  e m p l o y e e  a c c o u n t s  p a r t i c u l a r l y  t h o s e  w i t h  
com m iss ion  a c c o u n t s ,  d e t a i l s  on t h e  s u s p e n s e  a c c o u n t  and d e t a i l s  
on d o u b t f u l  d e b t s  (e.g.  Bombay Accounts  UGD 91 /9 ) .
At t h e  head o f f i c e  i n  Glasgow, t h e  books were s p l i t  be tween  
g e n e r a l  and p r i v a t e .  Moss (1984, p. 361) s u g g e s t s  t h a t  e a r l y  in  
t h e  n i n e t e e n t h  c e n t u r y  S c o t t i s h  b u s i n e s s e s  c h a n g e d  t h e i r  book­
k e e p in g  methods  by t h e  w i d e s p r e a d  i n t r o d u c t i o n  o f  p r i v a t e  accoun t  
books,  wh ich p r o v id e d  f i n a l  r e c o r d s  o f  t r a n s a c t i o n s  r ec o r d e d  i n  
d e t a i l  e l s e w h e r e .  He f u r t h e r  s u g g e s t s  t h a t  some o f  the  r e a s o n s  
p r i v a t e  a c coun t  books seem t o  have  been adopted  were " p a r t l y  to  
r e l i e v e  p r e s s u r e  on t h e  g e n e r a l  l e d g e r ,  b u t  a l s o ,  p e r h a p s  more
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I m p o r t a n t l y ,  f o r  r e a s o n s  o f  s e c u r i t y  and  c o n t r o l .  They a r e  
n e a r l y  a l l  f i t t e d  w i t h  l o c k s  and a r e  s t o r e d  s e p a r a t e l y  f rom o t h e r  
b oo k s  o f  a c c o u n t .  T h i s  p r o b a b l y  r e f l e c t e d  t h e  e m p l o y m e n t  o f  
c a s h i e r s  who h e l d  no s h a r e  i n  t h e  b u s i n e s s "  (Moss, 1984, p. 361). 
This  was c e r t a i n l y  t r u e  i n  James  F i n l a y ’s  case .  All  t h e  p a r t n e r s  
h a d  a s t r o n g  d e s i r e  t o  m a i n t a i n  t h e  s e c r e c y  o f  t h e  b o o k s  and 
a c c o u n t s .
The g e n e r a l  j o u r n a l s  and l e d g e r s  were d i v id e d  up r e f l e c t i n g  
d i f f e r i n g  a s p e c t s  o f  t h e  b u s i n e s s .  Fo r  e x a m p l e ,  t h e r e  w e r e  
W orks ,  F o r e i g n ,  B i l l s  R e c e i v a b l e ,  B i l l s  P a y a b l e  j o u r n a l s  and  
l e d g e r s .  Another  i m p o r t a n t  a c c o u n t  was t h e  c u r r e n t  a c c o u n t s  w i t h  
a l l  t h e  b r a n c h e s .  Summary s t a t e m e n t s  w e r e  p r o d u c e d  i n  t h e  
b a l a n c e  b o o k s  on a y e a r l y  b a s i s .  T h e s e  c o n s i s t e d  o f  p r o f i t  and  
l o s s  s t a t e m e n t s ,  b a l a n c e  s h e e t s  and  p a r t n e r s ’ a c c o u n t s .  Such 
s t a t e m e n t s  were s ig n e d  by a l l  t h e  p a r t n e r s  each  y e a r .
On t h e  d e a t h  o f  S i r  J o h n  M u i r ,  t h e  t r u s t e e s  o f  h i s  e s t a t e  
b r o u g h t  i n  p r o f e s s i o n a l  a c c o u n t a n t s  t o  p r e p a r e  a n  A c c o u n t a n t ’ s 
Repor t  each y e a r ,  which i n c l u d e d  a b a l a n c e  s h e e t ,  p r o f i t  and l o s s  
and  r e l e v a n t  n o t e s .  A l s o ,  t h e  h e a d  o f f i c e  and  b r a n c h e s  w e r e  
a u d i t e d  f r o m  1903 o n w a r d s .  I n  1909 t h e  p r i v a t e  company was 
formed whose a r t i c l e s  o f  a s s o c i a t i o n  s e t  down some g u i d e l i n e s  on 
a c c o u n t i n g  p r a c t i c e s .
Even  t h i s  i n f o r m a t i o n  was  g i v e n  o n l y  t o  t h e  p r i v a t e  
s h a r e h o l d e r s  who w e r e  f a m i l y  m e m b e r s  and  s e n i o r  m a n a g e r s .  No 
i n f o r m a t i o n  was a v a i l a b l e  t o  t h e  g e n e r a l  p u b l i c  e x c e p t  what  could 
be  g l e a n e d  f r o m  t h e  j o i n t - s t o c k  s u b s i d i a r i e s .  The o n l y  
i n f o r m a t i o n  p r e p a r e d  f o r  o t h e r  t h a n  p a r t n e r s / s h a r e h o l d e r s  was 
i n f o r m a t i o n  f o r  t h e  t a x a t i o n  a u t h o r i t i e s .
At t h e  c o t t o n  w o r k s  i n  D e a n s t o n  and  C a t r i n e  d e t a i l e d  
s t a t e m e n t s  were p roduced  s how ing  c o s t  a n a l y s i s ,  c a l c u l a t i o n  o f
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o v e rh e a d s  and c o s t s  o f  r u n n in g  th e  v i l l a g e s  th em s e lv e s ,
b .  A r c h iv a l  M a t e r i a l
The e x t a n t  m a t e r i a l  i s  s t r o n g  i n  p a r t s  and uneven i n  
o t h e r s .  There i s  good t i m e  s e r i e s  d a t a  on t h e  books o f  accoun t ,  
such as  j o u r n a l ,  l e d g e r  ( g e n e r a l  and p r i v a t e )  and b a la n c e  books. 
However , cash books and r e c o r d s  r e l a t i n g  t o  t h e  c o t t o n  f a c t o r i e s  
a r e  v i r t u a l l y  n o n - e x i s t a n t  f o r  a r o u n d  t h e  1870 t o  1920 p e r i o d .  
Books o f  a c c o u n t  f o r  t h e  b r a n c h e s  a r e  n o n - e x i s t e n t  a s  t h e y  were 
k e p t  a t  t h e  b ran c h e s .
For  v a r i o u s  b r a n c h e s ,  however ,  t h e r e  a r e  uneven t im e  s e r i e s  
o f  p r o f i t  and l o s s  and b a la n c e  s h e e t  i n f o r m a t i o n .  I n  t h e  case  o f  
Colombo, however ,  t h e r e  i s  no such i n f o r m a t i o n .  Some p a r t n e r s h i p  
a g re e m e n t s  have  s u r v i v e d  a lo n g  w i t h  some management  m in u t e s  a t  
C a l c u t t a .  The a r c h i v e  a l s o  i n c l u d e s  some employee memoirs  f o r  
Bombay and C a l c u t t a .  For t h e  head  o f f i c e ,  b a la n c e  s h e e t s  e x i s t  
f rom 1848 t o  1922, p r o f i t  and l o s s  i n f o r m a t i o n  from 1883 t o  1922, 
a n d  t h e r e  i s  d e t a i l  o n  s h a r e  v a l u a t i o n s ,  t a x a t i o n  a n d  
o r g a n i s a t i o n a l  d e t a i l s ,  such  as  t h e  a r t i c l e s  and memorandum o f  
a s s o c i a t i o n  f o r  t h e  p r i v a t e  company.
F o r  t h e  c o t t o n  m a n u f a c t u r i n g  a r e a ,  t h e r e  a r e  s o m e  
i n t e r e s t i n g  p r o d u c t i o n  s t a t e m e n t s  b u t  t h e y  a r e  l i m i t e d  t o  t h e  
p e r i o d  from 1859 t o  1871. Apar t  f rom t h e s e  p r o d u c t i o n  s t a t e m e n t s  
and  some o t h e r  m i s c e l l a n e o u s  i n f o r m a t i o n ,  t h e  m a t e r i a l  on t h e  
c o t t o n  m a n u f a c t u r i n g  does no t  e x i s t .  There a r e  a l s o  employment  
c o n t r a c t s  w i t h  em ployees  which p r o v i d e  i n t e r e s t i n g  d e t a i l s  on how 
a c c o u n t i n g  i s  i m p l i c a t e d  i n  t h e  c o n t r a c t s .
D e s p i t e  d e f i c i e n c i e s  i n  t h e  m a t e r i a l  d e p o s i t e d  i n  t h e  
a r c h i v e ,  t h e r e  a r e  s t i l l  a r e a s  which can u s e f u l l y  be ex p lo re d  and
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I n s i g h t s  g l e a n e d  on t h e  way a c c o u n t i n g  r e f l e c t e d  and shaped t h e  
o r g a n i s a t i o n .
3* A cc o u n t in g  and P a r t n e r s h i p  C o n t r a c t i n g
a .  The Glasgow P a r t n e r s h i p
A c c o u n t i n g  i n  t h e  o r g a n i s a t i o n a l  f r a m e w o r k  o f  t h e  
p a r t n e r s h i p  form depends on t h e  n e g o t i a t e d  a g reem en t  r eached  by 
t h e  p a r t n e r s .  The a c c o u n t i n g  p r a c t i c e s  w e r e  n e g o t i a t e d  i n  an  
u n r e g u l a t e d  e n v i r o n m e n t .  T h e r e  was  no l e g i s l a t i o n  g o v e r n i n g  
p a r t n e r s h i p s  u n t i l  t h e  P a r t n e r s h i p  Act i n  1890 and even i n  t h a t  
Act  t h e r e  was no m e n t io n  o f  a c c o u n t i n g  p r a c t i c e s .  An a n a l y s i s  
o f  t h e  p a r t n e r s h i p  a g re e m e n t s  h a s  a l r e a d y  been made w i t h  r e s p e c t  
t o  how p r o f i t s  a n d  l o s s e s  w e r e  t o  be s h a r e d  and  a s  t o  when  t h e  
b r a n c h e s  w e r e  f o r m e d  ( S e c t i o n  B). Now t h e  c a s e  s t u d y  w i l l  
examine t h e  a c c o u n t i n g  p r a c t i c e s  e s t a b l i s h e d  by t h e s e  a g re e m e n ts .
The f i r s t  p a r t n e r s h i p  a g r e e m e n t  t h a t  e s t a b l i s h e d  t h e  
a c c o u n t i n g  a pp roa c h  i n  t h e  p a r t n e r s h i p ,  t h a t  has  s u r v i v e d  and has  
b e e n  d e p o s i t e d  i n  t h e  a r c h i v e ,  i s  t h e  p a r t n e r s h i p  c o n t r a c t  o f  
1845.  T h i s  s t a t e d  t h a t  t h e  b o o k s  w e r e  t o  be b a l a n c e d  on 31 
December each y e a r  and t h a t  t h e  p r o f i t  was t o  be a p p o r t i o n e d  pro  
r a t a .  Such a p p o r t i o n m e n t  was t o  be made a f t e r  s e t t i n g  a s i d e  such 
s u m s ,  a s  may a p p e a r  t o  t h e  m a j o r i t y  o f  p a r t n e r s  i n  num ber  and 
amount o f  c a p i t a l ,  t o  be n e c e s s a r y  t o  r educe  the  e s t i m a t e d  v a lu e  
o f  P r o p e r t y  o f  any k in d  h e l d  by t h e  company, w he ther  h e r i t a b l e  o r  
m o v e a b l e ,  t o  w h a t  may be c o n s i d e r e d  s a f e ,  a s  t o  p r o v i d e  f o r  
l o s s e s  o f  any k i n d  and  d e f r a y  w i n d i n g  up e x p e n s e s  i f  n e c e s s a r y  
( P a r t n e r s h i p  Agreement ,  1845, UGD 91 /8) .  This  a c c o u n t in g  c l a u s e  
e s t a b l i s h e d  t h e  i d e a  o f  a " s a f e , "  c o n s e r v a t i v e  a p p r o a c h  i n  t h e  
f i r m ' s  a c c o u n t i n g  p r a c t i c e s ,  by p r o v i d i n g  f o r  l o s s e s  and i n  t h e
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v a l u e  o f  a s s e t s  a n d  l o s s e s  o f  any  o t h e r  k i n d .  The p a r t n e r s h i p  
a g r e e m e n t  o f  1847 a d d e d  t h a t  b e f o r e  p r o f i t s  w e r e  a p p o r t i o n e d ,  
i n t e r e s t  on t h e  p a r t n e r ’s c a p i t a l  and t h e  p a r t n e r ’s s a l a r y  sho u ld  
a l s o  be p r o v id e d  f o r  ( P a r t n e r s h i p  Agreement ,  29 March 1847, UGD 
9 1 / 8 ) .
P o l l a r d  ( 1963) s t a t e s  t h a t  p r o f i t s  were o f t e n  unders tood  t o  
be t h e  s u r p l u s  a f t e r  i n t e r e s t  had been p r o v id e d  on t h e  p a r t n e r ’s 
c a p i t a l .  P o l l a r d  s u g g e s t s  t h a t  p a r t n e r s h i p  a c c o u n t in g ,  b e f o r e  
and i n  t h e  n i n e t e e n t h  c e n t u r y ,  encouraged  t h i s  d i f f e r e n c e  be tw een  
i n t e r e s t  on c a p i t a l  and  p r o f i t s .  I n t e r e s t  was  t h e  p a y m e n t  f o r  
c a p i t a l ,  a nd  p r o f i t s  was  t h e  r e w a r d  o f  c a p i t a l  -  a  p a y m e n t  f o r  
e n t r e p r e n e u r s h i p .  When John  Muir  became s o l e  p r o p r i e t a r y  p a r t n e r  
i n  1883 th e  p r a c t i c e  o f  c h a r g i n g  i n t e r e s t  on c a p i t a l  c e ase d .
When A. S. F i n l a y  r e t i r e d  i n  1848 t h e  a c c o u n t i n g  p r a c t i c e s  
o f  t h e  1847 a g r e e m e n t  w e r e  c a r r i e d  o u t .  I n  o r d e r  t o  v a l u e  h i s  
t e n  p a r t n e r s h i p  s h a r e s ,  a d j u s t m e n t s  were made t o  w r i t e  down t h e  
v a l u e  i n  t h e  b o o k s  o f  t h e  w o r k s  a t  C a t r i n e  a n d  D e a n s t o n ,  w h i c h  
h a d  b e e n  w o r k i n g  a t  a  l o s s .  A l s o ,  p r o v i s i o n  was  made f o r  a 
d e f i c i e n c y  a n t i c i p a t e d  on  t h e  r e a l i s a t i o n  o f  c e r t a i n  s t o c k s  
ab road  (Brogan ,  1951, p .  3 4 ) .
The p r i n c i p l e s  i n  t h e  1847 Agreement l a i d  down t h e  g e n e r a l  
approach  t o  a c c o u n t i n g  i n  t h e  p a r t n e r s h i p  r i ^ t  up t o  t h e  s e t t i n g  
up o f  t h e  p r i v a t e  company  i n  1909.  H ow ever ,  t h e r e  a r e  some 
i n t e r e s t i n g  a d d i t i o n s  and  m o d i f i c a t i o n s  t o  t h e  a c c o u n t i n g  
p r a c t i c e s  a lo n g  t h e  way. The p a r t n e r s  were o b v io u s ly  very  aware  
o f  t h e  e f f e c t s  o f  e x p e n d i t u r e  on p r o d u c t i v e  a s s e t s  s u c h  a s  
m ach inery ,  which meant  income f o re g o n e  i n  t h e  s h o r t - t e r m .  Thi s  
can  be s e e n  i n  t h e  a p p r o a c h  o f  t h e  y o u n g e r  p a r t n e r s  t o w a r d s  t h e  
e l d e s t  p a r t n e r  i n  1853:
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" C o n s i d e r i n g  t h a t  t h e  o u t l a y  o f  money a t  
C a t r i n e  and  D e a n s t o n  f o r  t h e  r e p l a c e m e n t  o f  
o l d  w i t h  new m a c h i n e r y  h a s  b e e n ,  f o r  s e v e r a l  
y e a r s  p a s t ,  u p o n  a l a r g e  s c a l e ,  a n d  
c o n s i d e r i n g  t h a t  t h e  whole o f  t h a t  o u t l a y  has  
b e e n  d i r e c t l y  c h a r g e d  t o  t h e  P r o f i t  & L o s s  
A c c o u n t s  a t  t h e  W orks ,  t h e r e b y  m a t e r i a l l y  
d i m i n i s h i n g  t h e  a n n u a l  D i v i d e n d s  upon t h e  
Company’ s S t o c k ,  and  c o n s i d e r i n g ,  f u r t h e r ,  
t h a t  a c c o r d i n g  t o  t h e  c a l c u l a t i o n s  o f  t h e  
p r o b a b i l i t i e s  o f  L i f e ,  t h e  younger  P a r t n e r s  o f  
t h e  C o n c e r n  h a v e ,  c e t e r i s  p a r i b u s ,  a m ore  
v a l u a b l e  i n t e r e s t  i n  t h e  a m e l i o r a t i o n  o f  t h e  
Company’s  p l a n t  produced by t h e  e x p e n d i t u r e  i n  
q u e s t i o n ,  t h e y  h a v e  r e s o l v e d ,  and  do h e r e b y  
r a t i f y  t h e  same by t h e i r  r e s p e c t i v e  s i g n a t u r e s  
t o  t h i s  M i n u t e ,  t h a t  t h e  sum o f  one  t h o u s a n d  
p o u n d s  s t e r l i n g  be w r i t t e n ,  a s  o f  d a t e  1 s t  
J a n u a r y ,  1853 ,  f r o m  P r o f i t  & L o s s  t o  t h e  
c r e d i t  o f  t h e i r  m o s t  r e s p e c t e d  and b e l o v e d  
S e n i o r ,  Mr. J a m e s  B u c h a n a n ,  t o  whom t h e y  
r e s p e c t f u l l y  t e n d e r  i t  a s  a n  a c t  o f  
a p p r o x i m a t i v e  f i n a n c i a l  j u s t i c e  and a t r i b u t e  
o f  p r o f o u n d  p e r s o n a l  r e g a r d "  ( P a r t n e r s h i p  
M inu te s ,  26 F e b r u a r y  1853, UGD 9 1 / 8 ) .
I n  1858, two  f u r t h e r  a d d i t i o n s  were made t o  t h e  a c c o u n t in g  
p r i n c i p l e s  o f  t h e  1847 a g r e e m e n t .  F i r s t l y ,  t h e  a g r e e m e n t  
e x p l i c i t l y  s t a t e d  t h a t  t h e  v a l u a t i o n  p r i n c i p l e  t o  be u s e d  i n  
p r o v i d i n g  f o r  any  l o s s  i n  v a l u e  o f  t h e  p r o p e r t y  o f  t h e  f i r m  was 
t h e  p r i n c i p l e  o f  " r e a l i s a b l e  w o r t h . "  S e c o n d l y ,  e a r n e d  i n c o m e  
w h i c h  h a d  y e t  t o  be r e c e i v e d  was  t o  be b r o u g h t  i n t o  t h e  boo k s  
( P a r t n e r s h i p  A g r e e m e n t ,  1 J u l y  1 9 5 8 ,  UGD 9 1 / 8 ) .  I t  i s  
i n t e r e s t i n g  t o  n o t e  t h a t  t h e  e f f e c t s  o f  t h e  annua l  b a la n c e  were 
r e c o g n i s e d  i n  a p o s i t i v e  way f o r  t h e  f i r s t  t im e ,  i n  t h a t  income 
e a r n e d  b u t  n o t  r e c e i v e d  c o u l d  be b r o u g h t  i n t o  t h e  b o o k s .  The 
a g r e e m e n t  a l s o  i n t r o d u c e d  t h e  i d e a  o f  "due  c a r e "  i n  o b t a i n i n g  
r e a l i s a b l e  v a l u e s  f o r  t h e  f i r m ’s  p r o p e r t y .
As m en t ioned  i n  S e c t i o n  B, t h e  p a r t n e r s h i p  by 1883 was under 
t h e  s o l e  d i r e c t i o n  o f  John Muir . A rc h ib a ld  Buchanan was t h e  l a s t  
p r o p r i e t a r y  p a r t n e r  t o  l e a v e  t h e  p a r t n e r s h i p  i n  1882. However, 
Muir a r r a n g e d  f o r  Buchanan t o  l e a v e  h i s  c a p i t a l  i n  t h e  b u s in e s s
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u n t i l  1887. In  t h e  ag re e m e n t  b e tw e en  Buchanan and Muir ,  m ent ion  
was  made o f  r e d u c i n g  t h e  v a l u e  o f  t h e  Works a t  C a t r i n e  and 
Deans ton u n t i l  t h e y  s to o d  i n  t h e  books a t  t h e i r  a p p r o x i a t e  s a l e  
p r i c e .  The a g re e m e n t  f u r t h e r  r e i t e r a t e d  t h e  v a l u a t i o n  p r i n c i p l e  
o f  r e a l i s a b l e  v a l u e  a s  t h e  a g r e e m e n t  s t a t e d  " . . . a t  t h e  moment  
t h e y  ( t h e  Works) a r e  v a lu e d  a t  much more than  they  w i l l  r e a l i s e "  
( P a r t n e r s h i p  A g r e e m e n t ,  18 O c t o b e r  1881,  UGD 9 1 / 8 ) .  The 
a g r e e m e n t  a l s o  m e n t i o n s  s e t t i n g  up a L i q u i d a t i o n  Fund t h r o u g h  
R e s e r v e  a c c o u n t s  s o  t h a t  i f  t h e  b u s i n e s s  was l i q u i d a t e d  t h e  
c a p i t a l  o f  t h e  p a r t n e r s  would be p a id  o u t  i n  f u l l .
J o h n  M u i r ,  i n  1882 ,  i n v e s t e d  i n  t e a  and  s h i p p i n g ,  w h i c h  A. 
B u c h a n a n  was  u n h a p p y  a b o u t .  T h e r e f o r e ,  a n o t h e r  a g r e e m e n t  was 
e n t e r e d  i n t o  w h i c h  g u a r a n t e e d  B u c h a n a n ’s c a p i t a l  and  a l s o  s o l d  
h i s  s h a r e  i n  t h e  p r o f i t  and  l o s s  o f  t h e  b u s i n e s s  u n t i l  1 887 f o r  
£ 3 2 , 000 , which was t o  be p a id  o u t  i n  equa l  i n s t a l m e n t s .  This  was 
done t o  av o id  t h e  d i f f i c u l t i e s  and c o m p l i c a t i o n s  connec ted  w i t h  
t r y i n g  t o  keep s e p a r a t e  a c c o u n t s ,  f o r  t h e  new i n v e s t m e n t s  made by 
M u i r ,  i n  t h e  b o o k s  o f  t h e  C a l c u t t a ,  Bombay and G lasgow  f i r m s  
(Agreement ,  25 O c tobe r  1882, UGD 91 /8) .
The G la s g o w  f i r m  was  m anaged  by t h e  t r u s t e e s  o f  S i r  J o h n  
M u i r ’ s e s t a t e  upon h i s  d e a t h  i n  1903.  T h i s  b r o u g h t  a  num ber  o f  
c h a n g e s  c o n c e r n i n g  t h e  a c c o u n t i n g  p r a c t i c e s .  A p r o f e s s i o n a l  
a c c o u n t i n g  f i r m ,  A lexander  S loan  and Company, were i n t r o d u c e d  t o  
p r e p a r e  and  a u d i t  t h e  a c c o u n t s  i n  G la s g o w .  The G la sgow  f i r m  
became a  p r i v a t e  company i n  1909^
b. The B r a n d i  P a r t n e r s h i p s
The f i r s t  branch was s t a r t e d  i n  Bombay i n  1863. The 
p a r t n e r s h i p  a g re e m e n t  s t a t e d  t h a t  a p ro p e r  s e t  o f  books was to  be 
k e p t  i n  w h i c h  a l l  t r a n s a c t i o n s  w e r e  t o  be f u l l y  and t r u l y
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r e c o r d e d .  The books were t o  be ba la n c e d  t w i c e  a y e a r  a t  30 June 
and  31 D e c e m b e r  ( P a r t n e r s h i p  A g r e e m e n t ,  1 J a n u a r y  1863,  UGD 
9 1 / 8 ) .  The s e c o n d  b r a n c h  t o  be s t a r t e d  i n  t h e  I 8 6 0 ’s was  t h e  
L i v e r p o o l  branch .  There was a  s i m i l a r  a c c o u n t in g  r e q u i r e m e n t  as 
t o  t h e  Bombay a g r e e m e n t  e x c e p t  t h e  books  w e r e  r e q u i r e d  t o  be 
b a l a n c e d  on ly  once a y e a r  ( P a r t n e r s h i p  Agreement,  1 March 1863, 
UGD 91 /8) .  T h i s  L iv e rp o o l  a c c o u n t i n g  c l a u s e  was t h e  same, r i g h t  
up t o  1883 when S. Sm ith r e s i g n e d  from t h e  p a r t n e r s h i p .
The  C a l c u t t a  b r a n c h  s t a r t e d  b u s i n e s s  i n  1 8 7 0 .  T h i s  
p a r t n e r s h i p  a g r e e m e n t  g a v e  d e t a i l e d  a c c o u n t i n g  r e q u i r e m e n t s  
c o m p a r e d  t o  t h e  b r a n c h e s  o f  t h e  I 860 ’s .  The books  w e r e  t o  be 
b a l a n c e d  t w i c e  a  y e a r  and  a l l  p r o p e r  m e a s u r e s  w e r e  t o  be t a k e n  
f o r  s u c h  b a l a n c i n g .  When b a l a n c e d ,  a b a l a n c e  s h e e t  and t h e  
p r i v a t e  a c c o u n t s  o f  t h e  p a r t n e r s ,  w i t h  f u l l  e x p l a n a t i o n s ,  was t o  
be s e n t  t o  Glasgow. The a g re e m e n t  l i s t e d  t h e  f o l l o w i n g  r u l e s  f o r  
s t r i k i n g  a  b a l a n c e :  (1) Day t o  day  e x p e n s e s  w e r e  t o  be c h a r g e d
t o  t h e  p r o f i t  a n d  l o s s  a c c o u n t  ( d e b i t ) .  A l s o ,  f i v e  p e r  c e n t  
i n t e r e s t  a l l o w e d  on c a p i t a l  was t o  be d e b i t e d  t o  t h e  p r o f i t  and 
l o s s  a n d  t h e  c r e d i t  t o  t h e  p a r t n e r ’s  p r i v a t e  a c c o u n t ;  (2) No 
p r o f i t  was t o  be c r e d i t e d  t o  t h e  p r o f i t  and l o s s  u n l e s s  a c t u a l l y  
r e a l i s e d ;  (3 )  E v e r y  a s c e r t a i n e d  a n d  c o m p l e t e d  l o s s  was  t o  be 
c a r r i e d  t o  t h e  d e b i t  o f  t h e  p r o f i t  and l o s s  a c c o u n t ;  (4)  A l l  
p r o b a b l e ,  t h r e a t e n e d  o r  im pe nd ing  l o s s e s  on any t r a n s a c t i o n  not  
c l o s e d  a t  b a l a n c e  d a t e ,  was  t o  be e s t i m a t e d  a nd  c r e d i t e d  t o  a 
S u s p e n s e  a c c o u n t  a n d  d e b i t e d  t o  t h e  p r o f i t  and  l o s s  a c o u n t ;  (5)  
Bad and  d o u b t f u l  d e b t s  on b i l l s  w e r e  t o  be e s t i m a t e d  a t  t h e  
l a r g e s t  p r o b a b l e  a m o u n t .  The e n t r i e s  i n  t h e  b o oks  w e r e  c r e d i t  
bad d e b t s  and  d e b i t  t h e  p r o f i t  and  l o s s ;  (6)  P r o f i t  was  t o  be 
r e m i t t e d  a s  s o o n  a s  p o s s i b l e  t o  J a m e s  F i n l a y  and Company
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( P a r t n e r s h i p  A g r e e m e n t ,  1 J a n u a r y  1871,  UGD 9 1 / 8 ,  s e e  A p p e n d ix  
One) .
The Bombay p a r t n e r s h i p ’s a c c o u n t i n g  p r a c t i c e s  were ,  a l t h o u g h  
n o t  w r i t t e n  i n t o  t h e  a g r e e m e n t ,  d e v e l o p e d  i n  a s i m i l a r l y  
c o n s e r v a t i v e  f a s h i o n  as  t h e  C a l c u t t a  branch had been e s t a b l i s h e d  
on .  I n  c o r r e s p o n d e n c e  w i t h  J .  L. S c o t t ,  t h e  r e t i r i n g  Bombay 
p a r t n e r  i n  1866,  t h e  G la sgow  h e a d  o f f i c e  s t a t e d  t h e  " p r i n c i p l e  
upon which  Mess rs .  James F i n l a y  & Co. i n t e n d e d  t h a t  t h e  books o f  
F i n l a y  C l a r k  & Co. s h o u l d  be b a l a n c e d  a t  t h e  end  o f  e a c h  h a l f  
y e a r .  . . . i s  t h a t  upon v e n t u r e s  u n s o l d  no p r o f i t  s h o u l d  be 
d i v i d e d  even  when a  p r o f i t a b l e  r e s u l t  i s  a n t i c i p a t e d  and t h a t  i n  
l i k e  m a n n e r ,  c o m m i s s i o n  upon p u r c h a s e s  o f  P r o d u c e  a nd  s a l e s  o f  
I m p o r t s  s h a l l  no t  be w r i t t e n  o f f  u n t i l  t h e  a c c o u n t s  have a c t u a l l y  
b e e n  r e n d e r e d .  On t h e  o t h e r  h a n d  w h e r e  a  l o s s  i s  a n t i c i p a t e d  a 
b a l a n c e  t o  t h e  c r e d i t  o f  P r o f i t  and  L o s s  a c c o u n t  s h o u l d  be 
r e s e r v e d  t o  m e e t  t h e  s am e"  ( C o r r e s p o n d e n c e ,  26 J u l y  1866,  UGD 
9 1 / 9 ) .
The Bombay b r a n c h  p a r t n e r s h i p  a g r e e m e n t  i n  1870 was  
n e g o t i a t e d  on t h e  same b a s i s  a s  t h e  C a l c u t t a  a g re e m e n t .  The on ly  
d i f f e r e n c e  was  t h a t  t h e  h a l f  y e a r l y  b a l a n c e s  w e r e  t o  be s e n t  
w i t h i n  tw o  c a l e n d a r  m o n t h s  o f  t h e  b a l a n c e  d a t e  ( P a r t n e r s h i p  
Agreement ,  1 J a n u a r y  1870, UGD 91 /8 ) .
The a c c o u n t i n g  r e q u i r e m e n t s  r e m a i n e d  t h e  s am e  a t  b o t h  
C a l c u t t a  and Bombay u n t i l  t h e  branch  ceased  t o  be o r g a n i s e d  as  a 
p a r t n e r s h i p  i n  1879.  I t  i s  i m p o r t a n t  t o  s e e  t h e s e  a c c o u n t i n g  
r e q u i r e m e n t s ,  i n  t h e  b r a n c h e s  c a s e ,  a s  p a r t  o f  a " p a c k a g e "  o f  
c o n t r o l s  n e g o t i a t e d  b e t w e e n  t h e  G lasgow h e a d  o f f i c e  and  t h e  
b r a n c h .  Fo r  e x a m p l e ,  i n  t h e  187 0 P a r t n e r s h i p  c o n t r a c t  w i t h  
C a l c u t t a ,  t h e  a c c o u n t i n g  r e q u i r e m e n t s  h a v e  t o  be s e e n  i n  t h e  
c o n t e x t  o f  t h e  o t h e r  c l a u s e s  i n  t h e  c o n t r a c t .  In  t h a t  agreement
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o t h e r  m o n i t o r i n g  d e v i c e s  a r e  used by James  F i n l a y  t o  c o n t r o l  t h e  
b e h a v i o u r  o f  t h e  C a l c u t t a  p a r t n e r s .  For  i n s t a n c e ,  p r o p e r  
m e r c a n t i l e  s p e c u l a t i o n  was o n l y  a l l o w e d  t o  t h e  e x t e n t  o f  Rs. 
1 0 0 ,0 0 0  p e r  t r a n s a c t i o n  and t h e n  o n l y  w i t h  t h e  h e a d  o f f i c e  
a p p r o v a l ;  any  g o o d w i l l  b e l o n g e d  t o  J a m e s  F i n l a y  and a l s o  an 
a r b i t r a t o r ,  t h e  Ch ie f  Manager o f  t h e  Royal Bank o f  S c o t l a n d  was 
a p p o i n t e d  t o  a r b i t r a t e  on any d i s p u t e s  t h a t  deve loped  be tw een  th e  
p a r t i e s .  An e l a b o r a t e  scheme r e g a r d i n g  t h e  d i v i s i o n  o f  f i n a n c e  
c o m m i s s i o n s  b e t w e e n  G lasgow  a nd  Bombay was a l s o  a g r e e d  upon 
(Commission  Agreement,  5 Sep tember  1872, UGD 91/9) .
The a c c o u n t i n g  c l a u s e s  e m e r g e d  f r o m  t h e s e  c o n t r a c t s  a s  a 
c o n s t r a i n t  on t h e  C a l c u t t a  p a r t n e r s ’ b e h a v i o u r ,  and  a l s o  a s  a 
d e v i c e  t o  d e t e r m i n e  t h e  amount  o f  p r o f i t  o r  l o s s  t o  be sha red .
The i n c o r p o r a t i o n  o f  t h e  a c c o u n t i n g  p r a c t i c e s  i n t o  t h e  
p a r t n e r s h i p  a g re e m e n t  t o o k  p l a c e  a s  t h e  o v e r s e a s  b r a n c h e s  w e r e  
s e t  up. T h i s  a p p e a r s  t o  be t h e  c a s e  w i t h  C a l c u t t a  and t h e  
r e n e w e d  Bombay a g r e e m e n t .  T h i s  w o u l d  a p p e a r  t o  be due  t o  t h e  
s h e e r  d i s t a n c e  i n v o l v e d  b e t w e e n  G la sgow  and I n d i a .  Thus ,  t h e  
c o n s e r v a t i v e ,  s a f e  a c c o u n t i n g  t h a t  was em erg ing  i n  t h e  Glasgow 
p a r t n e r s h i p  was  now f o r m a l i s e d  w i t h  t h e  s e t t i n g  up o f  t h e  
b r a n c h e s .
I t  i s  i n t e r e s t i n g  t o  no te  t h a t  t h e  home b ranc he s ,  London and 
L i v e r p o o l ,  were on ly  r e q u i r e d  t o  b a la n c e  t h e i r  books once a y e a r ,  
w h e r e a s  t h e  o v e r s e a s  b r a n c h e s  w e r e  r e q u i r e d  t o  b a l a n c e  t h e i r  
books t w i c e  y e a r l y .  Again,  t h e  d i s t a n c e  was t h e  c a t a l y s t  f o r  t h e  
i n c r e a s e d  c o n t r o l  o f  t h e  o v e r s e a s  b r a n c h e s .  A c c o u n t i n g  
p r i n c i p l e s  on t h e  d e f i n i t i o n  o f  income,  such as t h e  r e a l i s a t i o n  
p r i n c i p l e ,  a n t i c i p a t i o n  o f  l o s s e s ,  and t h e  w r i t i n g  down o f  l o s s  
o f  v a l u e  i n  p r o p e r t y  t o  t h e  r e a l i s a b l e  v a l u e ,  s e e m e d  t o  e m e r g e
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w i t h i n  J a m e s  F i n l a y  t h r o u g h  t h e  n e g o t i a t e d  p a r t n e r s h i p  
a g re e m e n t s ,  bo th  w i t h i n  t h e  Glasgow head o f f i c e  and be tween  th e  
Glasgow head o f f i c e  and th e  b ranches .
The  p a r t n e r s h i p  a c c o u n t i n g  p r a c t i c e s  e m e r g e d  a s  a 
d i s t r i b u t i o n a l  d e v ic e  be tw een  t h e  p a r t n e r s .  C o n s e r v a t iv e ,  s a f e  
a c c o u n t i n g  p r a c t i c e s  e n s u r e d  t h a t  w e a l t h  d i s t r i b u t i o n s  between  
p a r t n e r s  were f a i r  and made i n  a c co rd a n ce  w i t h  t h e  p a r t n e r s h i p  
c o n t r a c t .  S t e r l i n g  (19 6 7 )  h a s  s t a t e d  t h a t  i n  t h e  h i s t o r y  o f  
a c c o u n t i n g  t h e r e  h a s  been a n a t u r a l  tendency  to w a rd s  c o n s e r v a t i s m  
b e c a u s e  a c c o u n t i n g  i s  s e e n  a s  h a v i n g  an  a l l o c a t i v e ,  m e d i a t o r y  
r o l e  b e t w e e n  i n t e r e s t e d  p a r t i e s .  The p a r t n e r s  i n  J a m e s  F i n l a y  
s i g n e d  t h e  Ba la nce  s h e e t  each y e a r  a s  be in g  " j u s t  and t r u e "  (UGD 
9 1 / 3 / 3 ) ,  t h u s  i n d i c a t i n g  each  o f  t h e  p a r t n e r ’s a g reem en t  w i t h  the  
a c c o u n t i n g  p r a c t i c e s  used.
4 .  L e g is la t iv e  C on sid era tion s
a . Companies Act
The t r u s t e e s  o f  S i r  J o h n  M u i r ’ s  e s t a t e  s o l d  J a m e s  
F i n l a y  and Company a s  a  go ing  c o n c e r n  i n  1909 t o  a  p r i v a t e  j o i n t -  
s t o c k  company w i t h  l i m i t e d  l i a b i l i t y .  Th is  e na b le d  s h a r e s  i n  t h e  
new company t o  be d i s p e r s e d  among t h e  Muir  f a m i ly .  The company 
w a s  i n c o r p o r a t e d  a s  a p r i v a t e  company u n d e r  t h e  C om pan ie s  
( C o n s o l i d a t i o n )  A c t ,  1908.  H o w e v e r ,  t h e  company s p e c i f i c a l l y  
e x c l u d e d  t h e  s t a n d a r d  s e t  o f  A r t i c l e s  o f  A s s o c i a t i o n  ( T a b l e  A 
c o n t a i n e d  i n  t h e  F i r s t  Schedule )  and i n s t e a d  framed i t s  own s e t  
o f  a r t i c l e s .
The a c c o u n t in g  p r o v i s i o n s  were c o n ta in e d  i n  a r t i c l e s  104 t o  
107. These s t a t e d  t h a t  books o f  a c c o u n t s  were t o  be ke p t  f o r  the  
a s s e t s ,  l i a b i l i t i e s ,  r e c e i p t s  and e x p e n d i t u r e  o f  t h e  Company, but
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t h a t  no member was e n t i t l e d  t o  i n s p e c t  any such books o r  p a p e r s  
o f  t h e  company ( A r t i c l e s  104 a nd  105,  AA, 26 May 1909,  UGD 
91 /33) .  A r t i c l e  106 p r o v id e d  f o r  an annual  m e e t in g  every  y e a r  i n  
which a p r o f i t  and l o s s  and b a l a n c e  s h e e t ,  c o n t a i n i n g  a summary 
o f  t h e  p r o p e r t y  a n d  l i a b i l i t i e s  o f  t h e  c om pany ,  was t o  be l a i d  
b e f o r e  t h e  m e e t i n g .  A copy  o f  t h e  a c c o u n t s  was  t o  be a v a i l a b l e  
f o r  i n s p e c t i o n  by any member up t o  seven  days b e f o r e  t h e  m e e t ing ,  
b u t  t h e  a c c o u n t s  w e r e  n o t  t o  be c i r c u l a t e d  ( A r t i c l e  108,  26 May 
1909 ,  UGD 9 1 / 3 3 ) .
E a c h  s e t  o f  a n n u a l  a c c o u n t s  w a s  t o  s h o w  t h e  a m o u n t  
recommended f o r  d i v i d e n d  by t h e  d i r e c t o r s  and t h e  amount  c a r r i e d  
t o  t h e  r e s e r v e  f u n d  ( A r t i c l e  107,  AA, 26 May 1909 ,  UGD 9 1 / 3 3 ) .  
A r t i c l e  111 s t a t e d  t h a t  a  r e s e r v e  f u n d  c o u l d  be s e t  up f o r  any  
pu rpose  t h e  d i r e c t o r s  t h o u g h t  f i t  (AA, 26 May 1909, UGD 91/33) .
A u d i t i n g  p r o v i s i o n s  were c o n t a i n e d  i n  A r t i c l e s  109 and 110. 
They p r o v i d e d  f o r  a u d i t o r s  t o  be a p p o i n t e d  e v e r y  y e a r  and  t o  
c a r r y  o u t  a n  e x a m i n a t i o n  o f  t h e  a c c o u n t s  o f  t h e  company a s  t o  
t h e i r  c o r r e c t n e s s  (AA, 26 May 1909, UGD 91 /33) .  These a c c o u n t in g  
and  a u d i t i n g  p r o v i s i o n s  s k e t c h e d  o u t  t h e  b r o a d  f r a m e w o r k  o f  
a c c o u n t i n g  p r a c t i c e s  f o r  t h e  company  w i t h o u t  s p e c i f y i n g  any 
d e t a i l e d  a c c o u n t i n g  r e q u i r e m e n t s .  Th is  would be i n  keep ing  w i t h  
t h e  n o n - p u b l i c  n a t u r e  o f  a  p r i v a t e  company. No f o rm a l  accoun t s  
w ere  deemed n e c e s s a r y  as  t h e  s h a r e s  were h e ld  by f a m i l y  members 
and  s e n i o r  and r e t i r e d  m a n a g e r s ,  who t r u s t e d  t h e  d i r e c t o r s  
e x p l i c i t l y ;  and i n  any c a se ,  t h e y  could  examine summary a ccoun t s  
a t  t h e  Annual Genera l  Meet ing .
The books and a c c o u n t s  were  i n  f a c t  kep t  i n  t h e  same way as  
t h e  t r u s t e e s  h a d  s e t  them  up on  S i r  Jo h n  M u i r ’s d e a t h .  The 
a u d i t i n g  r e q u i r e m e n t  came t o  be used as  a m o n i t o r i n g  de v ic e  over  
t h e  b r a n c h e s  a n d  t h e  a u d i t o r  p r o v i d e d  e x p e r t i s e  i n  t h e
1 82
p r e p a r a t i o n  o f  t h e  a c c o u n t s  a t  t h e  h e a d  o f f i c e .  The use  o f  t h e  
a u d i t o r s  w i l l  be examined i n  P a r t  Seven.
I n  1924 t h e  A r t i c l e s  o f  A s s o c i a t i o n  w e r e  m o d i f i e d  a s  t h e  
company  was  s e t  up a s  a p u b l i c  company.  A l t h o u g h  i t  i s  beyond  
t h e  t i m e  p e r i o d  b e i n g  e x a m i n e d  by t h e  c a s e  s t u d y ,  i t  i s  
i n t e r e s t i n g  t o  s e e  how t h e  a c c o u n t i n g  and  a u d i t  r e q u i r e m e n t s  
changed now t h a t  t h e  company was s e e k i n g  t o  r a i s e  c a p i t a l  t h rough  
t h e  f o rm a l  c a p i t a l  m a r k e t  o f  t h e  S t o c k  Exchange.  The a c co u n t s  o f  
each  y e a r  were now r e q u i r e d  t o  be p r i n t e d  and s e n t  t o  t h e  members 
s e v e n  d a y s  b e f o r e  t h e  AGM and  s e n t  t o  t h e  London  and  G lasgow  
S to c k  Exchanges ( A r t i c l e  102, 7 J a n u a r y  1924, UGD 91/237) .
I n d e p e n d e n c e  r e q u i r e m e n t s  w e r e  i n t r o d u c e d  t o  t h e  a u d i t i n g  
a r t i c l e s  by s t i p u l a t i n g  t h a t  no d i r e c t o r  o r  o f f i c e r  cou ld  become 
an  a u d i t o r .  A l s o ,  a r t i c l e s  w e r e  i n c l u d e d  t h a t  s t i p u l a t e d  t h e  
a u d i t o r ’ s  r i g h t  t o  h a v e  u n r e s t r i c t e d  a c c e s s  t o  i n f o r m a t i o n  and  
e x p l a n a t i o n s  t h a t  he may r e q u i r e  and t h a t  he must  r e p o r t  on t h e  
b a l a n c e  s h e e t ,  w h e t h e r  i n  h i s  o p i n i o n ,  i t  e x h i b i t e d  a  t r u e  and  
c o r r e c t  v iew  o f  t h e  s t a t e  o f  t h e  company’s a f f a i r s  ( A r t i c l e  110; 
7 J a n u a r y  1924, UGD 91/237) .  I t  i s  i n t e r e s t i n g  t o  no te  t h a t  t h e  
a u d i t o r  was o n ly  r e q u i r e d  t o  r e p o r t  on t h e  b a l a n c e  s h e e t ,  whereas  
up t o  1909 he  r e p o r t e d  on t h e  p r o f i t  and l o s s  a c c o u n t  a s  w e l l .
T h e s e  a c c o u n t i n g  a nd  a u d i t i n g  a r t i c l e s  s t i l l  r e m a i n  b r o a d  
and n o n - s p e c i f i c  a s  t o  a c c o u n t i n g  p r a c t i c e s ,  bu t  t h e y  do r e f l e c t  
t h e  f a c t  t h a t  t h e  company was  now p u t t i n g  i t s e l f  i n  t h e  p u b l i c  
a r e n a ,  where  i t s  a c c o u n t s  were one o f  t h e  means used t o  a t t r a c t  
i n v e s t m e n t  i n  t h e  company. The p r o f i t  f i g u r e  a r r i v e d  a t  i n  the  
a c c o u n t s  was now b e in g  used f o r  v e r y  d i f f e r e n t  pu rp o se s  t h a n  i t  
h a d  b e e n  u s e d  f o r  up t o  t h i s  p o i n t  i n  t i m e .  F o r m e r l y ,  t h e  
a c c o u n t s  w e r e  c a l c u l a t e d  f o r  c o n t r o l  p u r p o s e s  a n d  a s  a
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d i s t r i b u t i o n  mechanism f o r  w e a l t h  t r a n s f e r s  t o  f a m i l y  members and 
e m p l o y e e s ;  h o w e v e r ,  now t h e  a c c o u n t s  t o o k  on  a new r o l e  o f  
a t t r a c t i n g  i n v e s t m e n t .
b. F is c a l  L e g is la t io n
T h e r e  w as  a n e e d  f o r  d e t a i l e d  a c c o u n t i n g  r e c o r d s  i n  
o r d e r  t o  meet  f i s c a l  r e q u i r e m e n t s .  These p a r t i c u l a r l y  r e l a t e d  to  
t a x a t i o n  and  d e a t h  d u t y  r e q u i r e m e n t s  ( S a b i n e ,  1966) .  A l t h o u g h  
i n c o m e  t a x  was  i n t r o d u c e d  i n  1799 t o  h e l p  f i n a n c e  m u n i t i o n s  
s p e n d in g  w i t h  r e s p e c t  t o  t h e  N a p o le o n ic  War, i t  was a b o l i s h e d  a t  
t h e  e n d  o f  t h a t  w a r  a n d  n o t  r e i n t r o d u c e d  u n t i l  1842 a s  a 
c o m p o n e n t  i n  t h e  s h i f t  t o  f r e e  t r a d e  (M oss ,  1984 ,  p. 3 69 ) .  The 
1842 t a x  was  d i v i d e d  i n t o  t h e  f a m i l i a r  f i v e  s c h e d u l e s  w i t h  
p r o v i s i o n  f o r  a l l o w a n c e s  and  d e d u c t i o n s .  The a l l o w a n c e s  i n  
S c h e d u le  D, under  which  mos t  b u s i n e s s  p r o f i t s  were a s s e s s e d ,  were 
open t o  d i f f e r e n t  i n t e r p r e t a t i o n .  For  example,  d e p r e c i a t i o n  o f  
m a c h i n e r y  w as  a l l o w e d  i n  London  b u t  n o t  i n  S c o t l a n d  ( S a b i n e ,  
1 9 6 6 ,  pp.  1 2 0 - 1 2 2 ) .  I n  any  c a s e ,  w e a r  and  t e a r  a l l o w a n c e s  w e r e  
s a n c t i o n e d  i n  1878 (Matheson,  1893, p. 11).
The wear  and t e a r  a l l o w a n c e s  were i m p o r t a n t  i n  t h e  C a t r i n e  
a n d  D e a n s t o n  W o r k s ’ A c c o u n t s  ( E x c e s s  P r o f i t s  Du ty  R e t u r n s ,  UGD 
91 /206 .  However, a t  l e a s t  f rom 1883 ( t h e r e  i s  no r e l e v a n t  e x t a n t  
m a t e r i a l  p r i o r  t o  t h i s  d a t e  r e g a r d i n g  income t a x )  t h e  income t a x  
c a l c u l a t i o n s  were p r e p a r e d  s e p a r a t e l y  from th e  a c co u n t s  and t h e r e  
i s  no e v id e n c e  t o  s u g g e s t  t h a t  t h e  a c c o u n t i n g  p r a c t i c e s  i n  James 
F i n l a y  w e r e  d i r e c t l y  i n f l u e n c e d  by i n c o m e  t a x  c o n s i d e r a t i o n s ,  
o t h e r  t h a n  p e rh a p s  t h e  d e t a i l e d  s e t t i n g  up o f  books o f  a ccoun t s  
so t h e  income t a x  c a l c u l a t i o n  would s t a n d  up t o  s c r u t i n y .
W a t t s  and Zimmerman (1979, p. 295) s u g g e s t  t h a t  i n  t a x  law,  
d e p r e c i a t i o n  came t o  be an  a l l o c a t i o n  o f  h i s t o r i c a l  c o s t  a s  a
1 84
r a t i o n a l i s a t i o n  f o r  t h e  m o re  c o s t l y  a p p r o a c h  o f  p e r i o d i c  
v a l u a t i o n .  James F i n l a y ,  however ,  i n  t h e i r  i n v e s t m e n t  companies ,  
seemed t o  be making a r b i t r a r y  a l l o c a t i o n s  o f  d e p r e c i a t i o n  b e fo r e  
t h e  1878 i n c o m e  t a x  r e g u l a t i o n s .  A l t h o u g h  t h a t  i s  n o t  t o  s ay  
t h a t  t hey  were  n o t  i n f l u e n c e d  i n  t h e i r  d e p r e c i a t i o n  a c c o u n t in g  i n  
some g e n e r a l  way by income t a x  p r a c t i c e s .
The income t a x  c a l c u l a t i o n  to o k  t h e  p r o f i t  and l o s s  a c c o u n t s  
a s  p r e p a r e d  and  d i s t i n g u i s h e d  b e t w e e n  a s s e s s a b l e  and  non­
a s s e s s a b l e  incom e,  a l l o w a b l e  and n o n - a l l o w a b l e  d e d u c t i o n s .  For 
example,  n o n - a s s e s s a b l e  income was s e p a r a t e d  o u t ,  such as  income 
a l r e a d y  t a x e d ,  and a p p r e c i a t i o n  on c e r t a i n  i n v e s t m e n t s .  Examples 
o f  d e d u c t i o n s  i n  t h e  p r o f i t  and l o s s  a c coun t ,  b u t  no t  a l l o w a b l e  
f o r  t a x a t i o n  p u r p o s e s ,  w ere  i t e m s  such a s  a  d e p r e c i a t i o n  i n  t h e  
v a l u e  o f  i n v e s t m e n t s  and c h a rg e s  t o  su spense  and r e s e r v e  acco u n t s  
( I n c o m e  Tax R e t u r n s ,  1883 ,  1901 ,  1912 ,  UGD 9 1 / 5 8 ,  9 1 / 2 0 6 ,
9 1 / 2 8 2 ). The i n c o m e  t a x ,  w h i l e  t h e  company was  a p a r t n e r s h i p ,  
was charged  t o  t h e  p a r t n e r s .  The r a t e  v a r i e d  from 5d. t o  1 1d. on 
t h e  pound.
The e x c e s s  p r o f i t s  du ty  imposed  d u r in g  t h e  F i r s t  World War 
i m p o s e d  a  h e a v y  t a x  on  c o m p a n i e s .  A g a i n ,  t h e  c a l c u l a t i o n s  
r e c o n c i l e d  t h e  income t a x  r e t u r n  w i t h  t h e  a c c o u n t s .  The company 
e n l i s t e d  t h e  h e l p  o f  t h e  a u d i t o r ,  A l e x a n d e r  S l o a n  & Co. t o  h e l p  
them  i n  p r e p a r i n g  t h e  r e t u r n  ( E x c e s s  P r o f i t s  Duty  R e t u r n s ,  UGD 
9 1 / 2 0 6 ) .
The a s s e s s m e n t  o f  S i r  John  Muir’s dea th  d u t i e s  a g a in  meant  
d e t a i l e d  r e c o r d  k e e p in g  t o  s u p p o r t  t h e  c a l c u l a t i o n s  made by the  
company .  The company  was s p e c i f i c a l l y  r e q u e s t e d  by t h e  t a x  
c o l l e c t o r  t o  s e e  t h e  a c c o u n t s  upon w h i c h  t h e  c a l c u l a t i o n s  w e re  
made ( M i n u t e  Book ,  S i r  J o h n  M u i r ’ s T r u s t ,  UGD 9 1 / 6 2 / 1 ) .  The
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c h a n g e  i n  t h e  c o m p a n y ’s o r g a n i s a t i o n  i n  1909 t o  a p r i v a t e  
company ,  s e e m s  t o  h a v e  b e e n  p r o m p t e d  by a  d e s i r e  t o  r e d u c e  t h e  
t a x  l i a b i l i t y  i n c u r r e d  by t h e  company. The o r g a n i s a t i o n  and th e  
k e e p i n g  o f  f i n a n c i a l  r e c o r d s  w e r e  i n f l u e n c e d  t o  some e x t e n t  by 
f i s c a l  r e q u i r e m e n t s .
5 . A ccounting and Employment C on tractin g
a . O rg a n isa tio n a l and Company Growth C on sid eration s
I n  t h e  a r c h i v e ,  an  e x t r e m e l y  r i c h  c o l l e c t i o n  o f  
employment  c o n t r a c t s  w i t h  em ployees  i n  t h e  head o f f i c e  and i n  t h e  
home and o v e r s e a s  b r a n c h e s ,  h a s  s u r v i v e d .  These c o n t r a c t s  f i r s t  
a p p e a r e d  i n  t h e  o r g a n i s a t i o n  i n  t h e  I 870’s a s  t h e  company g rew  
and pu r sue d  i t s  i n v e s t m e n t  g roup -m anag ing  agency g rowth  s t r a t e g y .  
T h i s  a l s o  c o i n c i d e d  w i t h  t h e  c e s s a t i o n  o f  t h e  p r a c t i c e  o f  
a d m i t t i n g  p a r t n e r s  t o  each o f  t h e  b r a n c h e s ,  as  no ted  i n  S e c t i o n  
B, P a r t  3.  The p a r t n e r s h i p  f o r m  o f  o r g a n i s i n g  had  become an  
u n w i e l d l y  way o f  o r g a n i s i n g  t h e  company ,  g i v e n  t h e  company’s 
r a p i d  g r o w t h  i n  t h e  1 8 7 0 ’ s .  T h i s  s w i t c h  t o  e m p l o y m e n t  
c o n t r a c t i n g  f r o m  p a r t n e r s h i p  c o n t r a c t i n g  a l s o  e n a b le d  t h e  Muir  
f a m i l y  t o  m a i n t a i n  c l o s e  c o n t r o l  o v e r  t h e  b u s i n e s s  and deny any 
p r o p r i e t a r y  s h a r e s  i n  t h e  b u s i n e s s  t o  i t s  employees.
The e m p l o y e e s  w e r e  t h e  c o m p a n y ’s p r i m a r y  r e s o u r c e s  a s  t h e  
company was e s s e n t i a l l y  a s e r v i c e  company p r o v i d i n g  m a n a g e r i a l ,  
f i n a n c i a l  and m e r c h a n t  t r a d i n g  s e r v i c e s .  The employment  c o n t r a c t  
w i t h  each employee v a r i e d ,  d e pe nd ing  on s e n i o r i t y ,  l o c a t i o n ,  t h e  
p r e s e n s e  o f  f a m i l y  members and t h e  p a r t i c u l a r  a r e a  o f  b u s in e s s  
t h e  employee was engaged in .  The payment  scheme i n  t h e  c o n t r a c t s  
w as  e i t h e r  a f i x e d  a m o u n t ,  a m ix  o f  a f i x e d  a m o u n t  and a 
comm iss ion  amount  based  on r e s u l t s ,  o r  who l ly  a commiss ion amount
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w i t h  a g u a r a n t e e d  minimum. Those c o n t r a c t s  which  were outcome 
r e l a t e d  ( i . e .  r e m u n e r a t i o n  l i n k e d  i n t o  p r o f i t s )  were ,  i n  v a r i o u s  
w a y s ,  a l s o  b a s e d  on  a d e f i n i t i o n  o f  p r o f i t s  w h i c h  a p p e a r e d  t o  
g e t  more t i g h t l y  d e f i n e d  o v e r  t im e .  The Glasgow head  o f f i c e  a l s o  
k e p t  d e t a i l e d  r e c o r d s  on t h e  r e c r u i t m e n t  and p r o g r e s s  o f  a l l  i t s  
s t a f f  and w e r e  c o n s u l t e d  on t h e  r e n e w a l  o f  c o n t r a c t s  w i t h  e a ch  
b ranch  employee.  This  was p r o b a b l y  a f e a t u r e  o f  r e c o r d  ke e p ing  
and employee  c o n t r a c t i n g  i n  i n v e s t m e n t  groups g e n e r a l l y  (Chapman, 
1985 ,  p.  2 4 4 ) .
b . D e s c r ip t io n  o f  th e  C ontracts
S i x  h u n d r e d  a nd  t w e n t y  e m p l o y m e n t  c o n t r a c t s  w i t h  
m anagers  and a s s i s t a n t s  l o c a t e d  a t  t h e  home and a t  t h e  o v e r s e a s  
b r a n c h e s  w ere  examined .  ® The c o n t r a c t s  have been c l a s s i f i e d  by 
p l a c e  o f  work  and o c c u p a t io n .  Normal ly  an employee would e x p e c t  
t o  s p e n d  t h e  f u l l  c o n t r a c t  p e r i o d  ( n o r m a l l y  f i v e  y e a r s )  i n  a 
s i n g l e  l o c a t i o n ;  h o w e v e r ,  i n  some c a s e s  e m p l o y e e s  w e r e  moved 
t e m p o r a r i l y  f ro m  o n e  l o c a t i o n  t o  a n o t h e r .  O c c u p a t i o n s  w e r e  
c l a s s i f i e d  a c c o r d i n g  t o  t h e  amount  o f  o p e r a t i n g  r e s p o n s i b i l i t y  an 
employee  m ig h t  have.  The c l a s s e s  used were:
( i )  Genera l  Branch Manager  (GM)
( i i )  A s s i s t a n t  Gene ra l  Manager (AGM)
( i i i )  Depar tm ent  Manager (DM)
( i v )  A s s i s t a n t s  (A)
(v )  Agent  (AG)
T h e s e  c l a s s i f i c a t i o n s  b e a r  no r e l a t i o n s h i p  t o  s t a t u s  o r  
s a l a r y .  For example,  an e x e c u t i v e  t h a t  was a Gene ra l  Manager i n  
a s m a l l  b r a n c h  may be  e q u i v a l e n t  i n  l a b o u r  m a r k e t  t e r m s  t o  a 
Depar tment  Manager i n  a l a r g e r  b ra n c h .
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The c l a s s i f i c a t i o n  o f  t h e  c o n t r a c t s  i s  p r e s e n t e d  i n  Table  4. 
Of t h e  s i x  hundred  and t w e n ty  c o n t r a c t s  examined,  t h r e e  r e l a t e d  
t o  p e n s io n  a r r a n g e m e n t s  and f i v e  o t h e r  c o n t r a c t s  were i n c o m p le t e .  
T h i s  l e f t  a t o t a l  o f  s i x  hundred  and t w e l v e  c o n t r a c t s  which were 
u s a b l e .
CONTRACTS CLASSIFIED BY PLACE AND OCCUPATION
JOB AG GM AGM DM A TOTAL
PLACE
Glasgow 8 1 6 14 226 255
London - 2 - 3 5 10
L i v e r p o o l - 7 - 4 2 13
C a l c u t t a - 11 11 59 112 193
Colombo - 8 - - 49 57
Bombay - 18 17 8 20 63
Karach i - 5 - 6 2 13
Rangoon - 8 - - - 8
TOTAL 8 60 34 94 416 612
TABLE 4
S ourc e :  UGD 9 1 / 8 ,  56,  269» 270 271,  277.  Adapted from
E . J .  Walsh and R.E. S t e w a r t ,  "Agency Theory and 
Management Accoun t in g :  A Case Study o f  an I n t e r ­
n a t i o n a l  Company," p r e s e n t e d  a t  t h e  Nin th  Annual 
Congress  o f  t h e  European Account ing A s s o c i a t i o n ,  
S tockho lm ,  March, 1986.
Not  a l l  t h e  c o n t r a c t s  f rom  1 87 0 t o  1920 can  c l a i m  t o  h a v e  
b e e n  e x a m i n e d  due t o  a v a i l a b l i l i t y .  How ever ,  t h e  c o n t r a c t s  f o r
t h e  o v e r s e a s  b r a n c h e s  a r e  r e l a t i v e l y  c o m p l e t e  a nd  w e r e
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c ro s s c h e c k e d  a g a i n s t  a c c o u n t i n g  r e c o r d s ,  i n t e r - b r a n c h  memorandums 
and  t h e  m e m o i r s  o f  e x e c u t i v e s  f o r  a c c u r a c y .  The home ( U n i t e d  
Kingdom) c o n t r a c t s  a r e  s o m e w h a t  i n c o m p l e t e .  As f a r  a s  can  be 
e s t a b l i s h e d ,  c o n t r a c t s  f o r  employees  a t  home were l e s s  f o rm a l  and 
p r o b a b l y  based  upon a s t a n d a r d  s e t  o f  t e r m s  and c o n d i t i o n s .  This  
was  c e r t a i n l y  t h e  c a s e  f o r  t h e  a s s i s t a n t s  i n  G la s g o w  who w e r e  
u s u a l l y  e m p l o y e d  on  a y e a r  t o  y e a r  b a s i s  f o r  up t o  f o u r  y e a r s ,  
upon when t h e y  w e r e  s e n t  t o  a n  o v e r s e a s  l o c a t i o n ,  r e t a i n e d  a t  
home, o r  l e f t  t h e  employment  o f  t h e  f i r m .
The m a j o r i t y  o f  t h e  r e m a i n i n g  Glasgow c o n t r a c t s  were DM and 
a s s i s t a n t  c o n t r a c t s  r e l a t i n g  t o  t h e  c o t t o n  f a c t o r i e s  a t  Deanston  
and C a t r i n e ,  and t o  v a r i o u s  s e c r e t a r i a l  p o s i t i o n s .
The London o f f i c e  c o n s t i t u t e d  t h e  company’s  p r e s e n c e  i n  t h e  
c i t y .  The London  o f f i c e  w as  c l o s e l y  c o n t r o l l e d  by G lasgow 
t h r o u g h  r e g u l a r  c o n t a c t  w i t h  t h e  h e a d  o f f i c e .  The num ber  o f  
em ployees  i n  t h e  London o f f i c e  was r e l a t i v e l y  s m a l l  and p r o b a b ly  
neve r  r o s e  above t w e n ty .
The L i v e r p o o l  o p e r a t i o n  was a lw a ys  a s m a l l  and m a r g in a l  one,  
t h a t  was m a i n t a i n e d  be c ause  o f  i t s  im p o r t a n c e  a s  a t r a d i n g  p o r t  
a n d  i t s  c l o s e  p r o x i m i t y  t o  t h e  M i d l a n d s  and N o r t h e r n  m a r k e t s .  
The number o f  employees  was a lw a y s  s m a l l  and c l o s e l y  c o n t r o l l e d  
from Glasgow.
There was a marked t ende nc y  f o r  much o f  t h e  home c o n t r a c t i n g  
t o  be on  a  y e a r  t o  y e a r  b a s i s ;  w h e r e a s  o v e r s e a s  c o n t r a c t i n g  was 
n e a r l y  a l w a y s  f o r  f i x e d  t i m e  p e r i o d s .  F o r t y - t h r e e  p e r  c e n t  o f  
home c o n t r a c t s  w e r e  on  a  y e a r  t o  y e a r  b a s i s ;  w h e r e a s  o n l y  f i v e  
p e r  c e n t  o f  c o n t r a c t s  f o r  o v e r s e a s  employees were yea r  to  year .  
G e n e r a l l y ,  a l l  o f  t h e  s h o r t  t e rm  o v e r s e a s  c o n t r a c t s  were f o r  l o n g  
s e r v i n g  managers  a b o u t  t o  r e t i r e .
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The o v e r s e a s  c o n t r a c t s ,  a s  a l r e a d y  m ent ioned ,  a r e  r e l a t i v e l y  
c o m p le te  f o r  t h e  p e r i o d  under  s tu d y .  The g r e a t e s t  c o n c e n t r a t i o n  
o f  employees  o c c u r r e d  a t  t h e  C a l c u t t a  branch.  This  was p r i m a r i l y  
due t o  C a l c u t t a ’s i n v o lv e m e n t  w i t h  t e a  and j u t e .  At Bombay, when 
R. Ew in g  l e f t  t h e  p a r t n e r s h i p  i n  1 879,  J .  Symon t o o k  o v e r  a s  t h e  
G e n e r a l  M a n ag e r  i n  c h a r g e  o f  t h e  b r a n c h .  As w e l l  a s  a f i x e d  
a m o u n t ,  Symon’s  r e c e i v e d  s e v e n t e e n  p e r  c e n t  o f  t h e  p r o f i t s  and  
l o s s e s  o f  t h e  branch .  He r e m a in e d  as  General  Manager  o f  Bombay 
u n t i l  1908 when D. M. I n g l i s  t o o k  o v e r .
The p a r t n e r s h i p  form o f  o r g a n i s i n g  t h e  C a l c u t t a  branch a l s o  
c e a s e d  i n  1 879.  R. W i l l i a m s o n  t o o k  o v e r  a s  G e n e r a l  M anage r  i n  
c h a rg e  u n t i l  1890. He, l i k e  Symons, a l s o  had an outcome r e l a t e d  
c o n t r a c t .  He was g i v e n  a  f i x e d  s a l a r y  o f  Rs. 5,000 pe r  annum and 
a  c o m m i s s i o n  o f  t w e n t y  p e r  c e n t  o f  t h e  p r o f i t s  r e m i t t e d  t o  
Glasgow, In  1882 he  r e c e i v e d  t w e n t y - t w o  and a h a l f  p e r  c e n t  and 
i n  1883 h e  r e c e i v e d  t w e n t y - f i v e  p e r  c e n t  ( C a l c u t t a  A c c o u n t s ,  
1881-1883, ÜGD 91/ 188). Although W i l l i a m s o n ’s c o n t r a c t s  a r e  no t  
d e p o s i t e d  i n  t h e  a r c h i v e ,  i t  a p p e a r s  t h a t  he r e c e i v e d  an outcome 
r e l a t e d  c o n t r a c t  u n t i l  h e  l e f t  C a l c u t t a  i n  1890. J .  H e d d e r w i c k  
a n d  C, H o a r e ,  tw o  A s s i s t a n t  G e n e r a l  M a n a g e r s ,  a l s o  r e c e i v e d  
o u t c o m e  r e l a t e d  c o n t r a c t s  i n  1883.  I n  1890,  when Mr. A r t h u r  
became G ene ra l  Manager,  he r e c e i v e d  a p u r e l y  f i x e d  f e e  c o n t r a c t  
and  s u c h  c o n t r a c t i n g  f o r  a s s i s t a n t  m a n a g e r s  a l s o  c e a s e d .  
A l t h o u g h  A r t h u r  s t i l l  r e c e i v e d  a s h a r e  o f  t h e  Bombay p r o f i t s ,  
(where  he was A s s i s t a n t  General  Manager p r i o r  t o  I 89O) i t  a ppears  
t h a t  a s  t h e  b u s i n e s s  was  g r o w i n g  s i g n i f i c a n t l y ,  J a m e s  F i n l a y  
r e f r a i n e d  f r o m  e n t e r i n g  i n t o  o u t c o m e  r e l a t e d  c o n t r a c t s  f o r  a 
decade a t  t h e  C a l c u t t a  branch.
I n  I 8 9 5 , S i r  J o h n  M u i r  v i s i t e d  t h e  C a l c u t t a  b r a n c h  and was 
v e r y  concerned  w i t h  Mr. A r th u r ’s pe r fo rm ance  and t h e  runn ing  o f
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t h e  C a l c u t t a  b u s i n e s s  g e n e r a l l y .  James  F i n l a y  had been r e c e i v i n g  
a l o t  o f  c r i t i c i s m  from m i n o r i t y  s h a r e h o l d e r s  i n  Champdany J u t e  
Company, one o f  t h e  i n v e s t m e n t  compan ies ,  over  t h e  way they  were 
m a n a g i n g  t h a t  b u s i n e s s  w h i c h  may h a v e  f o c u s e d  S i r  J o h n ’s c l o s e  
a t t e n t i o n  on t h e  b ranch  ( see  Champdany case  s tu d y ) .  Mr. Ar thu r ,  
much t o  S i r  J o h n ’s a n n o y a n c e ,  had  n e g l e c t e d  a h e a d  o f f i c e  
i n s t r u c t i o n  on  t h e  m a n a g e m e n t  o f  t h e  b r a n c h ’s f o r e i g n  e x c h a n g e  
r i s k s  by f a i l i n g  t o  buy f o r w a r d  exchange c o n t r a c t s .  The t r o u b l e  
s t a r t e d  when  t h e  I n d i a n  m i n t s  w e r e  c l o s e d  t o  t h e  c o i n a g e  o f  
s i l v e r  i n  1893.  A f t e r  t h i s  h a p p e n e d ,  t h e  e x c h a n g e  r a t e  o f  t h e  
r u p e e  t o  t h e  pound  r o s e  s l i g h t l y ,  t h e n  f e l l  s t e a d i l y .  The 
C a l c u t t a  b r a n c h  d i d  n o t  f i x  e x c h a n g e  f o r  t h e i r  p i e c e  goods  
r e m i t t a n c e ,  a l w a y s  h o p i n g  f o r  a  r i s e .  T h i s  d i d  n o t  t a k e  p l a c e  
a n d  Mr. A r t h u r  h a d  t o  r e p o r t  i t  t o  t h e  h e a d  o f f i c e .  Mr. 
W i l l i a m s o n ,  t h e  f o r m e r  C a l c u t t a  Genera l  Manager,  now t h e  London 
Gene ra l  Manager,  w r o t e  t h e  f o l l o w i n g  l e t t e r  t o  Mr. Ar thur  which 
i n d i c a t e d  how s t r o n g l y  S i r  John  Muir  f e l t  abou t  t h e  problem:
” I  h a v e  r e a d  w i t h  t h e  g r e a t e s t  p a i n  t h e  
c o p i e s  o f  y o u r  l e t t e r  t o  G lasgow a nd  Mr. 
A r t h u r ’ s  t o  S i r  J o h n  M u i r . . . . w h e n  I  s a y  t h a t  I  
h a v e  n e v e r  b e f o r e  s e e n  h im  i n  s u c h  a  t e m p e s t  
you  may be a b l e  t o  a p p r e c i a t e  t h e  p o s i t i o n .  I  
am a f r a i d  t h e  l e t t e r  which he has  a d d re s s e d  t o  
y o u  t o d a y  i s  b u t  a n  i n s t a l l m e n t  o f  w h a t  you  
w i l l  g e t ,  and I  was un a b le  t o  pe rsuade  him t o  
l e t  t h e  m a t t e r  s t a n d  o v e r  u n t i l  h e  h a d  
r e t u r n e d  t o  a m o re  r e a s o n a b l e  f r a m e  o f  m i n d ” 
( C o r re s p o n d e n c e ,  18 May 1894,  ÜGD 9 1 / 1 4 1 ) .
On t o p  o f  t h i s .  S i r  J o h n  w a s  a l s o  c o n c e r n e d  by Mr. A r t h u r ’ s 
d e d i c a t i o n  t o  t h e  P r e s i d e n c y  o f  t h e  l o c a l  Chamber o f  Commerce.  
F a i l i n g  t o  b e  i m p r e s s e d  by Mr.  A r t h u r ’ s a c c o u n t  o f  h i s  
p e r f o r m a n c e .  S i r  J ohn  asked  him w he the r :
”h e  h a d  n o t  t a k e n  s u c h  a s t r o n g  i n t e r e s t
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i n  t h e  b u s i n e s s  o w i n g  t o  h i s  b e i n g  p a i d  by a 
s a l a r y  i n s t e a d  o f  by  a s a l a r y  a n d  a 
c o m m i s s i o n , ” a nd  a d d e d  t h a t  ” t h e  ( G e n e r a l  
M a n a g e r ’ s )  f i x e d  s a l a r y  was  e q u a l  t o  w h a t  he  
would have been w i l l i n g  t h a t  he sho u ld  r e c e i v e  
on t h e  a v e ra g e  had h i s  r e m u n e r a t i o n  been f i x e d  
on  t h e  b a s i s  o f  a s a l a r y  and  c o m m i s s i o n ” 
( C a l c u t t a  M a n a g e m e n t  M i n u t e s ,  5 M a r c h  
1895, ÜGD 91/110) .
Mr. A r th u r  soon r e s i g n e d  a f t e r  t h i s  r e p r im a n d  from S i r  John 
Muir .  S i r  John  d e c id e d  t h a t  he  would v i s i t  t h e  C a l c u t t a  branch 
r e g u l a r l y  and  p e r s o n a l l y  t a k e  c h a r g e  o f  t h e  b r a n c h ’ s b u s i n e s s .  
When he  was back i n  Glasgow he  gave s p e c i a l  r e s p o n s i b i l i t i e s  t o  
h i s  s o n s ,  A. K. and  J .  F. M u i r ,  t o  o v e r s e e  t h e  b u s i n e s s .  S i r  
John i n s t r u c t e d  them t o :
" s p e c i a l l y  w a t c h  o v e r  and p r o t e c t  t h e  
b u s i n e s s  by e v e ry  means i n  t h e i r  p o w e r . . . . t h a t  
i n  t h e  f u t u r e  one  o f  t h e i r  s p e c i a l  d u t i e s  
would be t o  make c e r t a i n  t h a t  e v e r y t h i n g  was 
conduc ted  i n  t h e  manner  t h e y  b e l i e v e  he  would 
w i s h  i f  p e r s o n a l l y  p r e s e n t ,  a n d  t h a t  
e v e r y t h i n g  o f  i m p o r t a n c e  w he the r  good o r  bad 
r e q u i r i n g  p r o m p t  a t t e n t i o n  s h o u l d  be 
c o n s t a n t l y  t e l e g r a p h e d  t o  t h e  G lasgow  f i r m ” 
( C a l c u t t a  M a n a g e m e n t  M i n u t e s ,  5 March 1895 ,  
ÜGD 9 1 / 1 1 0 ) .
Th is  a r r a n g e m e n t  l a s t e d  u n t i l  S i r  John  took  i l l  i n  1902, and 
b o t h  A. K. a n d  J .  F, M u i r  r e t u r n e d  t o  G lasgow t o  t a k e  o v e r  t h e  
m a n a g e m e n t  o f  t h e  company .  W. Brown t h e n  t o o k  o v e r  a s  t h e  
Genera l  Manager o f  t h e  C a l c u t t a  b ranch ,  f o r  a f i x e d  s a l a r y  from 
1902 t o  1908.  A t h i r d  s o n ,  M. W. M u i r ,  s h i f t e d  f r o m  t h e  Colombo 
branch  t o  m a i n t a i n  t h e  f a m i l y  p r e s e n s e  a t  t h e  b ranch  and d id ,  i n  
f a c t ,  become t h e  Gene ra l  Manager i n  charge  a t  C a l c u t t a  from 1908 
t o  1911 .  When M. W. M u i r  l e f t  t h e  C a l c u t t a  b r a n c h  i n  1911 t h e  
n e x t  G e n e r a l  M a n a g e r ,  Mr. R. M a n s e l l ,  was g i v e n  an  o u tc o m e  
r e l a t e d  c o n t r a c t  o f  f i f t e e n  pe r  c e n t  based  on t h e  n e t  p r o f i t s  o f  
t h e  C a l c u t t a  branch w i t h  a  g u a r a n t e e d  minimum. The p re se nc e  o f
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t h e  f a m i l y  a t  C a l c u t t a  and t h e  r e l a t i o n s h i p  t h i s  seems to  have t o  
t h e  t y p e  o f  e m p l o y m e n t  c o n t r a c t  n e g o t i a t e d ,  w i l l  be e x p l o r e d  
l a t e r  i n  t h i s  p a r t .
The  K a r a c h i  b r a n c h  w a s  e s t a b l i s h e d  i n  1890  a n d  w a s  
im m e d i a t e l y  a c c o u n t a b l e  t o  t h e  Bombay branch .  An outcome r e l a t e d  
c o n t r a c t  was u sed  f o r  t h e  f i r s t  G e n e r a l  M a n a g e r ,  Mr. Brown. I n  
f a c t ,  o f  t h e  c o n t r a c t s  examined r e l a t i n g  t o  t h e  Karachi  b ranch ,  
o n l y  one  o f  them  was  n o t  o u t c o m e  r e l a t e d .  Outcome r e l a t e d  
c o n t r a c t s  were used i m m e d i a t e l y  a t  Colombo, and w i t h i n  two y e a r s  
o f  s t a r t i n g  o p e r a t i o n s  a t  Rangoon.
OUTCOME RELATED CONTRACTS AS A PERCENTAGE OF TOTAL 














Glasgow 100 0 50 14 0 5
London - 100 - 0 0 20
L i v e rp o o l - 86 - 75 0 69
C a l c u t t a - 45 18 53 2 21
Colombo - 75 - - 0 11
Bombay - 89 94 100 0 63
Karach i - 60 - 33 0 38
Rangoon - 88 - - - 88
TOTAL 100 75 62 48 0 .5 20
TABLE 5
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Source :  ÜGD 9 1 / 8 ,  56,  269 ,  270,  271,  277.  Adapted from
E . J .  Walsh and R.E. S t e w a r t ,  "Agency Theory and 
Management Account ing :  A Case Study o f  an I n t e r ­
n a t i o n a l  Company," p r e s e n t e d  a t  t h e  Ninth Annual 
Congress  o f  t h e  European Account ing A s s o c i a t i o n ,  
Stockholm,  March, 1986.
I n  c o n t r a c t i n g  o v e r s e a s ,  i t  a p p e a r s  t h a t  o u t c o m e  r e l a t e d  
c o n t r a c t s  were i m p o r t a n t ,  e s p e c i a l l y  as  t h e  l e v e l  o f  autonomy and 
r e s p o n s i b i l i t y  i n c r e a s e d .  T a b l e  5 s h o w s  t h e  p e r c e n t a g e  o f  
c o n t r a c t s  i n  each c e l l  o f  Tab le  4 which were r e l a t e d  i n  some way 
t o  t h e  o u t c o m e  o f  t h e  p a r t i c u l a r  b r a n c h  o r  d e p a r t m e n t  o f  t h e  
o r g a n i s a t i o n .
I t  can be s e e n  from Table  5 t h a t ,  i n  f a c t ,  t h e  p e rc e n ta g e  o f  
o u t c o m e  r e l a t e d  c o n t r a c t s  f o r  e a c h  o c c u p a t i o n a l  g r o u p i n g ,  
i n c r e a s e s  as  t h e  l e v e l  o f  autonomy and r e s p o n s i b i l i t y  i n c r e a s e s .  
At t h e  e x t r e m e s ,  a l l  AG c o n t r a c t s  a r e  outcome r e l a t e d ,  w h i l e  ve ry  
few  o f  t h e  a s s i s t a n t  c o n t r a c t s  a r e  o u t c o m e  r e l a t e d .  A l s o ,  t h e  
o v e r s e a s  c o n t r a c t s  w e r e  s e t  up on a l e g a l l y  e n f o r c e a b l e  b a s i s .  
Th i s  g r e a t e r  f o r m a l i s a t i o n  was p ro b ab ly  due t o  t h e  s h e e r  d i s t a n c e  
be tw een  t h e  head o f f i c e  and t h e  b ranches .
The c o n t r a c t s  a r e  i n t e r e s t i n g  f r o m  an a c c o u n t i n g  p o i n t  o f  
v iew  i n  t h a t  t h e  outcome r e l a t e d  c o n t r a c t s  were l i n k e d  t o  v a r i o u s  
a c c o u n t i n g  p r a c t i c e s  which can be a n a ly s e d  ove r  t im e .  Also,  t h e  
s t y l e  o f  c o n t r a c t i n g  can be i n s i g h t f u l l y  a n a ly s e d  from an agency 
t h e o r y  p e r s p e c t i v e .
c .  The Emergent A ccounting P r a c t ic e s  in  Outcome 
R ela ted  C ontracts
A l l  o f  t h e  outcome r e l a t e d  c o n t r a c t s  were t i e d  i n t o  
an  o u t c o m e  c o n c e p t  e i t h e r  a t  t h e  d e p a r t m e n t  ( p r i m a r i l y  a t  
C a l c u t t a )  o r  b r a n c h ,  o r  h e a d  o f f i c e  l e v e l .  Much o f  t h e  
a c c o u n t i n g  p r a c t i c e s  up t o  t h e  I 8 7 0 ’s had  e m e r g e d  f rom  t h e
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p a r t n e r s h i p  c o n t r a c t i n g .  C o n s e r v a t i v e ,  s a f e  a c c o u n t i n g  had 
emerged i n  o r d e r  t o  e n s u r e  e q u i t a b l e  w e a l t h  t r a n s f e r s  be tween  the 
p a r t n e r s  on a y e a r  by y e a r  b a s i s .
From t h e  187O’s onwards,  t h e r e  was an i n c r e a s i n g  number of 
e m p l o y e e s  who s h a r e d  i n  t h e  p r o f i t s  and  l o s s e s  by way o f  a 
c o m m i s s i o n ,  and a s  a r e s u l t ,  t h e  a c c o u n t i n g  p r a c t i c e s  b ecam e  a 
key a s p e c t  i n  t h e  c o n t r a c t  n e g o t i a t i o n  p r o c e s s .  The a c c o u n t in g  
p r a c t i c e s  now became d i s t r i b u t i o n a l  d e v i c e s  between  employees  and 
owners ,  r a t h e r  t h a n  be tween  p a r t n e r  and p a r t n e r .
Outcome r e l a t e d  c o n t r a c t s  a t  t h e  head o f f i c e  were used ve ry  
s p a r i n g l y .  The f i r s t  two i n  1 870 ,  w e r e  w i t h  A. M. Brown and  W. 
L. Watson, who became n o n - p r o p r i e t a r y  p a r t n e r s  i n  1873. Brown’s 
c o n t r a c t  was  a  f i x e d  s a l a r y  o f  £200  p e r  annum and  f i v e  p e r  c e n t  
o f  t h e  p r o f i t s  came f ro m  t h e  C a t r i n e  and D e a n s t o n  c o t t o n  
f a c t o r i e s .  Watson’s  commiss ion was f i v e  p e r  cen t  on t h e  e n t i r e  
b u s i n e s s ,  a f t e r  d e d u c t i n g  t h e  C a t r i n e  and  D e a n s t o n  f a c t o r i e s ’ 
p r o f i t .  I n  b o t h  c o n t r a c t s ,  m e n t i o n  was  made o f  t h e  b r o a d  
c a t a g o r y  o f  p r o f i t s  w i t h o u t  any  s p e c i f i c a t i o n  o t h e r  t h a n  t h e  
p r e s e n t  u n d e r s t a n d i n g  c o n t a i n e d  i n  t h e  p a r t n e r s h i p  a c c o u n t i n g  
p r a c t i c e  a t  t h a t  t i m e .  The p a r t n e r s  a l s o  m a i n t a i n e d  a s e c r e c y  
o ve r  t h e  a c c o u n t i n g  r e c o r d s  by s t i p u l a t i n g  t h a t  n e i t h e r  employee 
ha d  t h e  r i g h t  t o  e x a m i n e  t h e  b o o k s  and  b a l a n c e  s h e e t s  and  t h a t  
t h e y  had t o  a c c e p t  t h e  s t a t e m e n t  o f  r e s u l t s  f rom th e  book-keeper  
a s  g iv e n  (UGD 9 1 /8 ) .  How th e  p r o f i t  was a r r i v e d  a t  was, i n  t h e s e  
c o n t r a c t s ,  beyond n e g o t i a t i o n  and l e f t  e n t i r e l y  t o  t h e  p a r t n e r -  
p r e p a r e d  a c c o u n t i n g  s t a t e m e n t s .  Once Brown and  W a ts o n  became 
p a r t n e r s  i n  1873, t h e r e  were no more head o f f i c e  outcome related 
c o n t r a c t s  u n t i l  t h e  1 9 1 0 ’s ,  a p a r t  f ro m  a ge ncy  c o n t r a c t s  w i t h  
s e l l i n g  a g e n t s  i n  l o c a t i o n s  where  no James F in la y  branch e x i s t e d .
In  1914, an outcome r e l a t e d  c o n t r a c t  was n e g o t i a t e d  w i t h  J.
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C a rm ic hae l ,  who was t h e  manager  i n  charge  o f  t h e  c o t t o n  f a c t o r i e s  
a t  D e a n s t o n  and  C a t r i n e .  D e t a i l e d  a c c o u n t i n g  c l a u s e s  w e re  
n e g o t i a t e d ,  r e l a t i n g  t o  t h e  commiss ion  base.  These in c lu d e d :  no 
c h a r g e  w a s  t o  be  m a d e  f o r  i n t e r e s t  on  t h e  f i x e d  a s s e t s ;  
d e p r e c i a t i o n  r a t e  o f  two and h a l f  p e r  cen t  was s p e c i f i e d ;  on the  
b u i l d i n g s ,  a l l  a l t e r a t i o n s ,  r e p a i r s  and upkeep o f  t h e  b u i l d i n g s  
w e r e  t o  be c h a r g e d  t o  t h e  p r o f i t  and  l o s s  a c c o u n t ,  b u t  i n  t h e  
e v e n t  o f  a l a r g e  a l t e r a t i o n  b e i n g  u n d e r t a k e n ,  J a m e s  F i n l a y  
u n d e r t o o k  t o  c o n s i d e r  t r e a t i n g  p a r t  o f  t h e  c o s t  a s  c a p i t a l  
e x p e n d i t u r e ;  a g a i n  w i t h  m ac h ine ry ,  t h e  upkeep was t o  be charged 
t o  t h e  p r o f i t  and  l o s s  a c c o u n t  and  when new m a c h i n e r y  was 
p u r c h a s e d ,  t h e  c o s t  o f  f r e i g h t  a nd  e r e c t i o n  was  a l s o  t o  be 
c h a r g e d  t o  t h e  p r o f i t  and  l o s s  a c c o u n t ;  t h e  s t o c k  was  t o  be 
v a lu e d  a t  t h e  a v e ra g e  o f  t h e  a v e ra g e  p r i c e  e x i s t i n g  a t  t h e  end o f  
t h e  y e a r  and  t h e  p r i c e s  r u l i n g  a t  t h e  end  o f  t h e  p r e v i o u s  two  
y e a r s .  I f  t h e  s t o c k  i n c r e a s e d  h i g h e r  t h a n  £ 6 0 , 0 0 0 ,  t h e  e x c e s s  
w o u l d  be a u t o m a t i c a l l y  w r i t t e n  down by f i v e  p e r  c e n t  f o r  t h e  
f i r s t  £10,000 and t e n  p e r  c e n t  f o r  any v a l u a t i o n  which was h i g h e r  
t h a n  £ 7 0 , 0 0 0 .  Two p e r  c e n t  o f  a ny  s u c h  w r i t e  downs  w e r e  t o  be 
o f f s e t  a g a i n s t  t h e  comm iss ion  e a rn e d  by Carm ichae l ;  l a s t l y ,  t h e  
c o m m i s s i o n  b a s i s  s p e c i f i e d  t h a t  C a r m i c h a e l ’ s c o m m i s s i o n  
s t a t e m e n t ,  once c e r t i f i e d  by t h e  a u d i t o r ,  was t o  be a c c e p t e d  as  
f i n a l  (EC, 1914, UGD 91/279 ,  s e e  Appendix Two).
I n  L ondon ,  t h e  o n l y  e x t a n t  c o n t r a c t  i n  t h e  n i n e t e e n t h  
c e n t u r y  w as  w i t h  J .  T a n n a h i l l  i n  1887.  H i s  t e n  p e r  c e n t  
c o m m i s s i o n  was  b a s e d  on  "London  p r o f i t s . "  I n  t h e  t w e n t i e t h  
c e n t u r y ,  t h e  o n l y  o t h e r  e x t a n t  c o n t r a c t  was w i t h  t h e  G e n e r a l  
M a n a g e r  i n  1924 ,  R. L a n g f o r d - J a m e s ,  who t o o k  o v e r  f rom  Mr. 
T a n n a h i l l .  H i s  c o m m i s s i o n  w as  b a s e d  on t h e  London p r o f i t s ,  a s
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shown i n  t h e  a c c o u n t s .
At L i v e r p o o l ,  t h e  f i r s t  o u t c o m e  r e l a t e d  c o n t r a c t  o c c u r r e d  
w h i l e  t h e  b r a n c h  was s t i l l  o p e r a t e d  i n  a p a r t n e r s h i p  f o rm .  I n  
1871, Mr. J a c k s o n ’s comm iss ion  was based  on "annual  ne t  p r o f i t s . "  
I n  1886 ,  h i s  c o m m i s s i o n  was  i n c r e a s e d  f r o m  f i f t e e n  p e r  c e n t  t o  
t h i r t y  p e r  c e n t ,  a s  he was G enera l  Manager now, hav ing  t a k e n  ove r  
a s  t h e  p a r t n e r ,  S. S m i t h ,  r e t i r e d  i n  1883.  T h i s  c o m m i s s i o n  was 
b a s e d  on t h e  " n e t  p r o f i t s  o r  l o s s e s . "  J a c k s o n ’s A s s i s t a n t  
M a n a g e r ,  R. F a l c o n e r ,  i n  1888 h a d  a f i v e  p e r  c e n t  bonus  on " t h e  
L i v e r p o o l  p r o f i t s . "  However, i n  1893 h i s  t e n  p e r  c e n t  bonus was 
now b a s e d  o n  t h e  " n e t  h a l f  y e a r l y  p r o f i t s  o f  t h e  L i v e r p o o l  
p roduce  d e p a r t m e n t  l e s s  h i s  own s a l a r y  and a p r o p o r t i o n  o f  o f f i c e  
e x p e n s e s  a r r i v e d  a t  by n e g o t i a t i o n  w i t h  Mr. J a c k s o n . "  The n e x t  
o u t c o m e  r e l a t e d  c o n t r a c t s  a t  L i v e r p o o l  w e r e  i n  t h e  1 9 0 0 ’s and 
1910’s.  These were w i t h  P. Walker ,  whose commiss ion was based  on 
t h e  " h a l f  y e a r l y  p r o f i t s  o f  t h e  L i v e r p o o l  branch."
The Bombay outcome r e l a t e d  c o n t r a c t i n g  s t a r t e d  w h i l e  i t  was 
s t i l l  o p e r a t e d  under  t h e  p a r t n e r s h i p  form o f  o r g a n i s a t i o n  by R. 
Ewing, (See Appendix Two). J.  Symons was t h e  Gene ra l  Manager o f  
t h e  p a r t n e r s h i p  from 1879 u n t i l  1908, and t h e n  D. M. I n g l i s  took  
o v e r  a s  G e n e r a l  M a n a g e r .  The b a s i s  f o r  t h e  c a l c u l a t i o n  o f  
com m iss ion  was on t h e  " ave ra ge  n e t  p r o f i t s  r e m i t t e d  t o  Glasgow" 
a f t e r  p r a c t i c i n g  t h e  c o n s e r v a t i v e  p a r t n e r s h i p  a c c o u n t i n g  
p r a c t i c e s ,  a s  p r e v i o u s l y  m ent ioned .  This  r em a ined  th e  b a s i s  o f  
a l l  o u t c o m e  r e l a t e d  c o n t r a c t s  a t  Bombay u n t i l  1916. I t  i s  
i n t e r e s t i n g  t o  n o t e  t h a t  f r o m  1 895 t o  1902 t h e  Bombay b r a n c h  
a l l o c a t e d  f i v e  pe r  c e n t  o f  t h e  n e t  p r o f i t s  r e m i t t e d  t o  Glasgow to  
a  s u s p e n s e  a c c o u n t  a s  a m a t t e r  o f  c o u r s e ,  t o  g u a r d  a g a i n s t  
u n f o r e s e e n  l o s s e s  o r  unknown amounts  o f  l o s s e s .  The branch  made 
some heavy l o s s e s  on c o t t o n  and p e a r l  t r a d i n g  a t  t h i s  t ime.
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A f t e r  I 9 I 6 , o t h e r  c l a u s e s  w e r e  ad d e d  t o  t h e  " p r o f i t s  
r e m i t t e d  t o  Glasgow" c l a u s e  o f  t h e  p r e v i o u s  c o n t r a c t s .  In  1916, 
J .  H e r b e r t s o n ’s c o m m i s s i o n  was  b a s e d  on " t h e  n e t  p r o f i t s  o f  
Bombay i n c l u d i n g  Karach i  r e m a i n i n g  t o  head o f f i c e  a f t e r  d e d u c t in g  
t h e  s a l a r i e s  and commiss ions  p a y a b le  t o  t h e  whole European s t a f f  
i n c l u d i n g  h i m s e l f . "  I n  1917 ,  A. G e d d i s ' s  c o m m i s s i o n  b a s i s  was 
s i m i l a r  t o  H e r b e r t s o n ’s ,  b u t  w i t h  an  i m p o r t a n t  a d d i t i o n  b e i n g  
t h a t  t h e  n e t  p r o f i t s  d id  n o t  i n c l u d e  u n c o n t r o l l a b l e  p r e - w a r  i t e m s  
r e l a t i n g  t o  c o t t o n  and p e a r l  p u r c h a s e s .  F u r t h e r  c o n t r a c t s  i n  t h e  
n e x t  f i v e  y e a r s  n e g o t i a t e d  t h e  amount  o f  commiss ion and s a l a r y  o f  
a l l  t h e  E u r o p e a n  s t a f f  t o  be c h a r g e d  a g a i n s t  p r o f i t s  b e f o r e  
a r r i v i n g  a t  t h e  p r o f i t s  f o r  c o m m i s s i o n  p u r p o s e s  f o r  e a c h  
p a r t i c u l a r  em ployee  concerned .  (See Appendix Two, B. Brown).
A f t e r  1 9 2 2 , a c o n t r a c t  w i t h  H. G i l k s  m e n t i o n s  i n  t h e  
p r o f i t s - s h a r i n g  c l a u s e ,  t h a t  t h e  company was t o  r e l i e v e  members 
o f  s t a f f  o f  t h e  Bombay a nd  K a r a c h i  b r a n c h e s  o f  t h e i r  s h a r e  o f  
l o s s e s  i n  t h e  b u s i n e s s  p r i o r  t o  1922.
At C a l c u t t a ,  outcome r e l a t e d  c o n t r a c t i n g  was i n t r o d u c e d  i n  
1879 when R. W i l l i a m s o n  t o o k  o v e r  a s  G e n e r a l  M a n a g e r  when R. 
Ewing l e f t  t h e  p a r t n e r s h i p .  I n  c o r r e s p o n d en c e  t o  James F i n l a y  i n  
1884, on t h e  3 1 s t  December 1883 a c c o u n t s ,  Mr. W i l l i a m s o n  s t a t e d  
t h a t  t h e  commiss ions  o f  h i s  two a s s i s t a n t s  were c a l c u l a t e d  on th e  
p r o f i t s  due f o r  r e m i t t a n c e  t o  James F i n l a y  a lo n e  so t h a t  t hey  did 
n o t  become a c h a r g e  upon t h e  b u s i n e s s  ( C o r r e s p o n d e n c e ,  19 
F e b rua ry  1884, UGD 91/188) .  F u t u r e  outcome r e l a t e d  c o n t r a c t s  did 
become a cha rge  on b u s i n e s s  i n  t h e  s e n se  t h a t  t h e  General  Manager 
b o r e  t h e  c o s t  o f  t h e  c o m m i s s i o n  i n c e n t i v e s  g i v e n  t o  t h e  b r a n c h  
s t a f f  as  w e l l  as  t h e  head o f f i c e .  From I 89O, when R. W i l l i a m son  
l e f t  C a l c u t t a  u n t i l  1911, t h e r e  were no outcome r e l a t e d  c o n t r a c t s  
f o r  Gene ral  Managers  a t  C a l c u t t a .
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At C a l c u t t a ,  outcome r e l a t e d  c o n t r a c t i n g  was n o t  i n t r o d u c e d  
f o r  General  Managers  u n t i l  1911. An e x p l a n a t i o n  f o r  t h i s  gap in  
outcome r e l a t e d  c o n t r a c t i n g ,  a s  c o m p a r e d  t o  t h e  o t h e r  o v e r s e a s  
b r a n c h e s ,  f rom an agency t h e o r y  p e r s p e c t i v e ,  w i l l  be g iv e n  i n  the  
ne x t  p a r t  o f  t h e  ca se  s tu d y .  Outcome r e l a t e d  c o n t r a c t s  a t  o t h e r  
o c c u p a t i o n a l  l e v e l s ,  a p a r t  f r o m  two e a r l y  a s s i s t a n t  g e n e r a l  
manage rs  i n  t h e  I880 's ,  were i n t r o d u c e d  from 1903. These were 
g e n e r a l l y  f o r  d e p a r t m e n t a l  managers ,  such as  A. Thaddeus, whose 
comm iss ion  b a s i s  was "on t h e  n e t  p r o f i t s  f rom t h e  work ing  o f  t h e  
Nowaghur p r o p e r t i e s  a f t e r  p r o v i d i n g  f o r  d e p r e c i a t i o n ,  i n t e r e s t  on 
t h e  p r o p e r t y ,  w o r k i n g  a d v a n c e s  o f  s i x  p e r  c e n t  p e r  annum and 
agency commiss ion  o f  F i n l a y  Muir  and Company a t  f i v e  p e r  c e n t  on 
t h e  n e t  p r i c e  r e a l i s e d  f o r  c o a l  a t  t h e  c o l l i e r y "  (EC, 1903,  UGD 
9 1 / 5 6 ) .
The o t h e r  d e p a r t m e n t s  a t  C a l c u t t a  t h e n  s t a r t e d  t o  phase i n  
o u t c o m e  r e l a t e d  c o n t r a c t s .  The f i r s t  c o m m i s s i o n  b a s e  was 
g e n e r a l l y  j u s t  on t h e  p r o f i t s  shown i n  t h e  p a r t i c u l a r  d e p a r tm e n t  
a s  shown i n  t h e  a c c o u n t s ,  w i t h o u t  any d e d u c t i o n  o f  s a l a r y  o f  t h e  
E u r o p e a n  s t a f f  o r  a p r o p o r t i o n  o f  o f f i c e  r e n t  o r  s u c h  l i k e .  
However,  t h e  n e x t  c o n t r a c t s  u s u a l l y  a l l o c a t e d  some o t h e r  c o s t s  t o  
t h e  d e p a r t m e n t a l  p r o f i t s .  F o r  e x a m p l e ,  i n  t h e  p r o d u c e  
d e p a r t m e n t ,  R. L a ng fo rd - Jam e s '  1913 c o n t r a c t  s p e c i f i e d  t h a t  h i s  
c o m m i s s i o n  b a s i s  was  now t o  be b a s e d  on t h e  n e t  p r o f i t s  o f  t h e  
p roduce  d e p a r t m e n t  a f t e r  d e d u c t i n g  t h e  expenses  o f  t h e  European 
s t a f f  i n  t h e  d e p a r t m e n t  and t e n  p e r  c e n t  o f  t h e  c a s h  and 
bookkeeping d e p a r t m e n t ' s  s t a f f ,  t h e  g e n e r a l  s t a f f  and t h e  g e n e ra l  
e x p e n s e s .  T h i s  was  deemed  t o  be Rs. 175 ,000  ( i . e .  t e n  p e r  c e n t  
o f  Rs. 1 7 5 ,0 0 0 ) .  T h i s  a l s o  o c c u r r e d  i n  t h e  p i e c e  goods  and 
s t e a m e r  d e p a r t m e n t s .  The p i e c e  goods d e p a r t m e n t ' s  c o n t r a c t s  in
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1918 and 1923 a l s o  In c lu d e d  c u t - o f f  d e t a i l s  r e l a t i n g  to  when to  
a ccoun t  f o r  a s a l e  i n  what p e r i o d .
The j u t e  d e p a r t m e n t ’s c o n t r a c t s  a re  i n t e r e s t i n g  i n  t h a t  t h e  
f i r s t  c o m m i s s i o n  b a s e  was on t h e  p r o f i t s  o f  t h e  Champdany J u t e  
Company Ltd. based  on t h a t  company’s p r i n t e d  a c c o u n t s .  The ne x t  
c o n t r a c t s  i n  t h e  j u t e  d e p a r t m e n t  r e f i n e d  t h e  commiss ion  base to  
Champdany p r o f i t s  based on t h e  p r i n t e d  acco u n t s  a f t e r  d e d u c t in g  
£17,000 p e r  annum f o r  d e p r e c i a t i o n  and a f t e r  d e d u c t i n g  t ax .  No 
c r e d i t  was t o  be g i v e n  f o r  any  r e b a t e  o f  a g e n c y  c o m m i s s i o n  
p r o v id e d  by James F in la y .  Also i n c l u d e d  i n  t h e  commiss ion  base 
from 1908, was a p r o p o r t i o n  o f  S a r k i e s  b u s in e s s  and a p r o p o r t i o n  
o f  t h e  d e p a r t m e n t ’s  own j u t e  com miss ion  account .
The c o m m i s s i o n  b a s i s  f o r  t h e  G e n e r a l  M a n a g e r  a t  C a l c u t t a  
f r o m  1911 was  b a s e d  on t h e  p r o f i t s  o f  t h e  w h o l e  b r a n c h ,  b u t  
e x c l u d e d  was  u n c o n t r o l l a b l e  i t e m s  p r i o r  t o  1910 r e l a t i n g  t o  
I n d i g o  l o s s e s  and  t h e  w r i t e  down i n  t h e  l o s s  o f  v a l u e  o f  t h e  
p r o p e r t i e s  a t  Narangange ( a p a r t  f rom o r d i n a r y  d e p r e c i a t i o n ) .
At K arach i ,  t h e  f i r s t  outcome r e l a t e d  c o n t r a c t  was based  on 
p r o f i t s  r e m i t t e d  a n n u a l l y  t o  Glasgow. Then i n  1916, L. B r a c h i ’s 
c o n t r a c t  (Genera l  Manager) m o d i f i e d  t h e  b a s i s  t o  t h e  p r o f i t s  o f  
t h e  K a r a c h i  b r a n c h  a f t e r  d e d u c t i n g  s a l a r i e s  and  c o m m i s s i o n s  
p a y a b le  t o  t h e  whole European s t a f f ,  i n c l u d i n g  h i s  own s a l a r y  and 
commission.
At Colombo, t h e  f i r s t  outcome r e l a t e d  c o n t r a c t s  were in  the  
1890’s f o r  t h e  G e n e r a l  M a n a g e r .  They w e r e  r e l a t e d  t o  t h e  n e t  
a m o u n t  o f  s a l e s  i n f l u e n c e d  d i r e c t l y  by t h e  M anage r .  A f t e r  a 
f i f t e e n  y e a r  gap i n  o u t c o m e  r e l a t e d  c o n t r a c t i n g  t h e  G e n e r a l  
M a n a g e r ,  J .  T. Broom, i n  1914 n e g o t i a t e d  a c o m m i s s i o n ,  b a s e d  on 
t h e  n e t  p r o f i t s  o f  t h e  Colombo b r a n c h  w h ic h  was b a s e d  on t h e  
a c co u n t s  w i t h  t h e  p ro p e r  d e p r e c i a t i o n  on the  o f f i c e  p rem ise s  and
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t h e  b u i l d i n g s  and m ach inery  a t  t h e  Ambawatte c o t t o n  m i l l s  t o  be 
w r i t t e n  o f f .  G. T u r n b a l l  t o o k  o v e r  a s  G e n e r a l  M anage r  i n  1917 
and he n e g o t i a t e d  an e x t r e m e l y  i n t e r e s t i n g  com miss ion  b a s i s .  The 
b a s i s  was  t h e  same a s  Broom’s b u t  w i t h  a d d i t i o n a l  a c c o u n t i n g  
c l a u s e s  r e l a t i n g  t o  i n v e s t m e n t s  i n  s h a r e s  made by t h e  Colombo 
b r a n c h ,  w h i c h  s t a t e d  t h a t  any  f l u c t u a t i o n  i n  t h e  i n v e s t m e n t s  
w o u l d  n o t  a f f e c t  t h e  p r o f i t  on w h i c h  t h e  c o m m i s s i o n  was t o  be 
based.  Also ,  a n o t h e r  c l a u s e  r e l a t e d  to  any g o o d w i l l  payments  f o r  
new b u s i n e s s .  Such p a y m e n t s  w e r e  t o  be w r i t t e n  o f f  o v e r  a 
r e a s o n a b l e  num ber  o f  y e a r s ,  s o  a s  n o t  t o  a d v e r s e l y  a f f e c t  one 
y e a r  m ore  t h a n  a n o t h e r  f o r  c o m m i s s i o n  p u r p o s e s  (EC, 1917,  UGD 
9 1 / 2 6 9 ) .
T u r n b a l l ’s  1920 and 1924 c o n t r a c t s  a re  a l s o  i n t e r e s t i n g  as  
f u r t h e r  a c c o u n t i n g  c l a u s e s  were n e g o t i a t e d  i n t o  t h e  c o m m i s s i o n  
b a s e .  T h e s e  w e r e  t o  do w i t h  t h e  e x c h a n g e  t r e a t m e n t  o f  
d e p r e c i a t i o n  on c e r t a i n  i n v e s t m e n t s  made by t h e  head o f f i c e .  The 
r a t e  o f  e x c h a n g e  t o  be u sed  was  t h e  r a t e  r u l i n g  a t  t h e  t i m e  t h e  
i n v e s t m e n t s  were made.
A r e l a t i v e l y  d e t a i l e d  comm iss ion  base was used a t  Rangoon, 
when t h e  f i r s t  outcome r e l a t e d  c o n t r a c t  was n e g o t i a t e d  i n  1903 by 
W. D ic k .  T h i s  may h a v e  b e e n  due  t o  t h e  h e a d  o f f i c e  d i r e c t l y  
c o n t r o l l i n g  t h e  Rangoon o p e r a t i o n s .  The commiss ion was based on 
t h e  n e t  p r o f i t s  o f  t h e  Rangoon and Java  Commission accoun ts  a f t e r  
d e d u c t i n g  one f i f t h  s h a r e  o f  t h e  l o s s  on s u g a r  (£775) and a s h a re  
o f  t h e  o f f i c e  expenses  (£500).  Th is  b a s i s  r em a ined  much t h e  same 
f o r  t h e  f o l l o w i n g  c o n t r a c t s  w i t h  t h e  g e n e r a l  managers .  The 1904, 
1 9 0 9 , 1912 c o n t r a c t s  w i t h  R. P a t t e r s o n  w ere  t o  i n c l u d e  i n  t h e  
p r o f i t s  o f  t h e  commiss ion a c c o u n t ,  t h e  b e n e f i t s  o f  d i s c o u n t i n g  
w i t h  W ebs te r  S t e e l  (a South  A f r i c a  merchan t  f i r m ) .  The c o n t r a c t s
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I n  1921 and 1922 ,  w i t h  H. R. G o u r l i e ,  i n c l u d e d  c l a u s e s  r e l a t i n g  
t o  t h e  v a l u a t i o n  o f  u n s o l d  s t o c k s  and s t o c k s  s o l d  b u t  on w h ic h  
t h e  income was y e t  t o  be r e c e i v e d .
T h e r e  i s  a b r o a d  t r e n d  o v e r  t i m e ,  w i t h i n  e a c h  o f  t h e
b r a n c h e s ,  f o r  t h e  comm iss ion  b a s i s  t o  g e t  more t i g h t l y  d e f i n e d .  
I n  t h e  I 8 8 0 ’s ,  I 8 9 0 ’s  and 1900 ’s ,  t h e r e  was a t e n d e n c y  f o r  t h e  
commiss ion  b a s i s  t o  be d e f i n e d  as  a s a l e s  f i g u r e  o r  on t h e  b a s i s  
o f  cash r e m i t t e d  t o  t h e  head o f f i c e .  However, i n  t h e  1900’s and 
1910’s an a c c r u a l  a c c o u n t i n g  concep t  o f  p r o f i t  emerged w i t h  t h e  
c o n t r a c t  s e t t i n g  o u t ,  i n  a g r e a t e r  d e g r e e  o f  d e t a i l ,  w h a t  t h e  
employee’s  commiss ion b a s i s  was. Th is  s u g g e s t s  t h a t  t h e r e  was a 
g r e a t e r  deg re e  o f  a w a rene ss  o f  t h e  p o s s i b l e  ways o f  i n t e r p r e t i n g  
b r o a d  c o m m i s s i o n  b a s e s ,  l i k e  s a l e s ,  and an  i n c r e a s e d  d e s i r e  by 
t h e  head o f f i c e  t o  c o n t r o l  and m o t i v a t e  employees.
I t  a p p e a r s  t h a t  i n  some c a s e s  t h e  a c c o u n t i n g  p r a c t i c e s  d id
become more s t a n d a r d i s e d  -  f o r  example ,  c h a rg i n g  r e p a i r s  t o  the  
p r o f i t  and l o s s  accoun t .  However,  a r e a s  t h a t  were s t i l l  w i t h i n  
t h e  d i s c r e t i o n  o f  t h e  h e a d  o f f i c e  r e m a i n e d ,  s u c h  a s  t h e  
e s t i m a t i o n  o f  p o s s i b l e  l o s s e s  and r e c o g n i t i o n  o f  r evenues .  This  
o c c u r r e d  a t  t h e  l e v e l  o f  e a c h  o f  t h e  b r a n c h e s  a c c o u n t s  t h r o u g h  
t h e  u s e  o f  p r o v i s i o n s  and s u s p e n s e  a c c o u n t s  and  a t  t h e  l e v e l  o f  
t h e  c o m m i s s i o n  p a y m e n t  t o  t h e  e m p l o y e e  t h r o u g h  t h e  use o f  
commiss ion  a c c o u n t s .  These two a c c o u n t in g  d e v ic e s  ensured  t h a t  
t h e  head o f f i c e  r e t a i n e d  i t s  c o n s e r v a t i v e  and s a f e  a c co u n t in g ,a n d  
t h e r e f o r e ,  t h e  u l t i m a t e  c o n t r o l  ove r  t h e  d i v i s i o n  o f  w e a l th  among 
t h e  employees and t h e  owners .  The c o n t r a c t i n g  w i t h  the employees 
p e r p e t u a t e d  t h e  c o n s e r v a t i v e  a c c o u n t in g  p r a c t i c e s  t h a t  emerged i n  
t h e  p a r t n e r s h i p  from th e  e a r l y  I800’s.
As a l r e a d y  m e n t i o n e d ,  t h e  Bombay b r a n c h ,  a s  a m a t t e r  o f  
c o u r s e ,  p u t  f i v e  p e r  c e n t  o f  t h e  p r o f i t s  e a ch  y e a r  i n t o  a
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s u s p e n s e  a c coun t  be tween  1895 and 1902. I n  C a l c u t t a ,  t h e  branch  
a c c o u n t s  c o n t a i n e d  p r o v i s i o n s  a g a i n s t  l o s s e s .  I n  1885,
t h e r e  was  a d e b a t e  o v e r  t h e  use  o f  s u s p e n s e  a c c o u n t s  a t  t h e  
C a l c u t t a  b r a n c h .  The h e a d  o f f i c e  g a v e  t o  F i n l a y  M u i r  a 
memorandum, o u t l i n i n g  t h e i r  s h a r e  i n  f u r t h e r  l o s s e s  i n  t h e  Clan 
S t e a m e r s '  r e s u l t s  f o r  1 882 and  1883. T h i s  was  done  a f t e r  
r e c e i v i n g  a d v ic e  from James F i n l a y  i n  A p r i l  1884, t h a t  t h e  l o s s  
was f i n a l i s e d .  I n  r e s p o n s e  t o  t h i s  l a t e s t  memorandum i n d i c a t i n g  
f u r t h e r  l o s s  t o  be b o r n e  by t h e  C a l c u t t a  b r a n c h ,  t h e  b r a n c h  
r e p l i e d  t o  t h e  head o f f i c e  s t a t i n g :
"The amount  i s  by no means a t r i f l e  and so 
f a r  a s  we a r e  c o n c e r n e d  t h e  v o u c h e r  you  s e n d  
us  i s  i n s u f f i c i e n t . . . . W e  h a v e  t o  p o i n t  o u t  
t h a t  Mr. W i l l i a m s o n ' s  i n t e r e s t  i n  t h i s  
b u s i n e s s  was no t  t h e  same i n  '81 and '82 as  i n  
*83, t h a t  Mr. H e d d e r w i c k  p a r t i c i p a t e d  w i t h  
p r o f i t s  o f  t h e  y e a r  ' 8 3 ,  a s  a l s o  i n  t h o s e  o f  
8 1 / 8 2 ,  and  t h a t  Mr. H oa re  d i d  n o t  j o i n  u n t i l  
*82 . . . . A c c o r d i n g l y  t o  c h a r g e  t h e  y e a r  1883,  i n  
o u r  b a l a n c e  s h e e t  f o r  1 884,  w i t h  l o s s e s  made 
i n  *81 and  *82, l e s s  i t  may be p r o f i t s  e a r n e d  
i n  one  o r  o t h e r  o f  t h o s e  y e a r s ,  i s  a l t o g e t h e r  
a b s u r d  and  u n f a i r ;  a nd  m o r e o v e r  o u r  b a l a n c e s  
up t o  and  i n c l u s i v e  o f  t h a t  t o  D e c e m b e r  '83 
have a l r e a d y  been c lo s e d  and conf i rm ed  by you 
and i n  o u r  o p i n i o n  i t  i s  n o t  c o m p e t e n t  t o  r e ­
open them now" (Correspondence ,  6 A p r i l  1885, 
ÜGD 9 1 /1 8 8 ) .
In  t h e  a c c o u n t s  f o r  t h e  31 December 1884 t h e  manager,  a s  p e r  
u sua l  p r a c t i c e ,  s i g n e d  t h e  a c c o u n t s  and s t a t e d  t h a t  he c e r t i f i e d  
them  a s  c o r r e c t  s t a t e m e n t s  o f  t h e  p r o f i t  and l o s s  and p r i v a t e  
l e d g e r  b a l a n c e s  a t  t h a t  da te .  However, C. Hoare,  who was a c t i n g  
Gene ra l  Manager  w h i l e  Mr. W i l l i a m s o n  was on l e a v e ,  f u r t h e r  s t a t e d  
t h e  f o l l o w i n g  i n  t h e  a c c o u n t s :
" F in l a y  Muir  have i n  t h e  l e t t e r  o f  6 A pr i l  
1885 t o  M e s s r s .  J a m e s  F i n l a y  & Co., G la s g o w ,  
p r o t e s t e d  a g a i n s t  t h e  e n t r i e s  i n  t h e  p r o f i t  
and l o s s  a c c o u n t  s e t t i n g  a s i d e  t o  t h e  c r e d i t
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o f  s u s p e n s e  a c c o u n t  a t  t h i s  t i m e  £ 5 5 8 9 .1 9 .1 0  
f o r  l o s s e s  by Clan  L i n e  S t e a m e r s  i n  1 8 8 1 / 8 3  
m ade  a p p l i c a b l e  t o  18 83,  a n d  £ 8 0 0 0  f o r  
p r o b a b l e  l o s s e s  by C la n  L i n e  S t e a m e r s  i n  and 
a p p l i c a b l e  t o  1884" ( A c c o u n t s ,  1884,  UGD 
9 1 / 1 8 8 ) .
T h i s  d e b a t e  p r o v i d e s  an i n s i g h t  i n t o  an o c c a s i o n  when t h e  
s u s p e n s e  a c c o u n t  was m i s c a l c u l a t e d  and t h e  e f f e c t  t h i s  h a d  on 
employees '  e a r n i n g  o f  commiss ions  i n  t h e  f u t u r e  p e r i o d  when t h e  
p r i o r  p e r i o d  l o s s e s  w e re  c h a r g e d .  The d e b a t e  a l s o  i l l u s t r a t e s  
t h e  p o w e r  t h e  h e a d  o f f i c e  h a d  i n  m a n i p u l a t i n g  t h e  a c c o u n t i n g  
p r a c t i c e s  t o  t h e i r  own advan tage .  Also t h e r e  were heavy l o s s e s  
i n c u r r e d  around t h e  t u r n  o f  t h e  c e n tu r y  i n  i n d ig o .  C o nse rva t ive  
p r o v i s i o n s  w e r e  s e t  up u n t i l  t h e  a m o u n t  o f  t h e  l o s s e s  f l o w e d  
th rough  i n t o  t h e  a c c o u n t in g  r e c o r d s  i n  l a t e r  p e r i o d s .
The c o n s e r v a t i v e  a t t i t u d e  was i l l u s t r a t e d  i n  co r re spondence  
f r o m  t h e  London  b r a n c h  t o  t h e  h e a d  o f f i c e  on t h e  1890 London 
branch  a c c o u n t s :
"We r e g r e t  v e r y  much n o t  o n l y  t h a t  t h e r e  
i s  no p r o f i t  t o  p a s s  on t o  you  i n  r e s p e c t  o f  
t h e  y e a r  1890,  b u t  t h a t  t h e r e  i s  no p r o s p e c t  
o f  y o u r  h a v i n g  any  s u r p l u s  p r o f i t  f ro m  t h i s  
b r a n c h  o f  t h e  f i r m  f o r  some y e a r s .  We may 
t a k e  t o o  d o l e f u l  a v iew  o f  t h e  s i t u a t i o n  h e r e ,  
b u t  we h a v e  b e e n  a n x i o u s  t o  a v o i d  m i s l e a d i n g  
y o u  a s  t o  t h e  t r u e  p o s i t i o n  and h a v e  b e e n  
p e r h a p s  t o o  c a r e f u l  n o t  t o  i m i t a t e  t h e  
s a n g u i n e  t o n e  o f  f o r m e r  c o m m u n i c a t i o n s .  I t  
s e e m s  t o  us b e t t e r  j u s t  t o  c a r r y  on a l l  t h e  
a c c o u n t s  a s  t h e y  a r e  i n  t h e  b o o k s ,  a n d  
l i q u i d a t e  them g r a d u a l l y  by r e a l i s i n g  t h e  
s e c u r i t i e s  and by w r i t i n g  o f f  t h e  c r e d i t  
b a l a n c e s i n  P r o f i t  and L o s s  a / c  t o  t h e  c r e d i t  
o f  one  o r  o t h e r  o f  t h e  Bad A c c o u n t s  t h a n  t o  
o p e n  a s u s p e n s e  a c c o u n t .  T h i s  c o u r s e  i s  one 
w h i c h  w i l l  t e l l  a g a i n s t  Mr. T a n n a h i l l  w hose  
r e m u n e r a t i o n  depends somewhat  upon commiss ion 
on p r o f i t s ,  and  he  may n o t  u n j u s t l y  c o n t e n d  
t h a t  l o s s e s  hav ing  been made i n  the  b u s i n e s s ,  
t h e  p r o p e r  c ou rse  i s  t o  r e c o g n i s e  t h e  f a c t  a t  
o n c e  and  w r i t e  o f f  t h e  same  by a d e b i t  e n t r y  
t o  y o u r  a c c o u n t .  Then t h e  p r o f i t s  i f  any ,  
a p p e r t a i n i n g  t o  f u t u r e  y e a r s  h e  w i l l  
p a r t i c i p a t e  i n  w i t h  you. That  i s  p robab ly  the
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p r o p e r  c ou rse  t o  f o l l o w  and i f  i t  i s  you w i l l  
p r o b a b l y  i n s t r u c t  us"  ( C o r r e s p o n d e n c e ,  18 
August 1891, UGD 9 1 / 1 9 1 ) .
The c o m m i s s i o n  a c c o u n t s  b ecam e  a f e a t u r e  o f  t h e  o u t c o m e  
r e l a t e d  c o n t r a c t i n g  i n  t h e  1 9 1 0 ' s .  Very  few  c o n t r a c t s  m e n t i o n  
t h e  o p e r a t i o n  o f  a c o m m i s s i o n  a c c o u n t  p r i o r  t o  1910 .  The 
comm iss ion  a c co u n t  a l s o  o p e r a t e d  as  a d e v ic e  f o r  t h e  head o f f i c e  
t o  ke e p  p r o f i t  f rom  t h e  e m p l o y e e  so  t h a t  any  u n a c c o u n t e d  f o r  
l o s s e s  would be r e c o g n i s e d  o v e r  t h e  course  o f  t h e  c o n t r a c t ,  t h u s  
m i t i g a t i n g  a g a i n s t  any u n d u l y  i n f l a t e d  p r o f i t s  i n  a p r i o r  
c o n t r a c t  p e r i o d .
T h i s  w as  n o t  o n l y  u s e d  a s  a n  a c c o u n t i n g  d e v i c e ,  b u t  a l s o  
a c t e d  as  a  c o n t r o l  and m o t i v a t i n g  mechanism on t h e  employee f o r  
t h e  whole c o n t r a c t  p e r i o d .  An example  o f  t h e  c l a u s e  r e l a t i n g  to  
t h e  c o m m i s s i o n  a c c o u n t  f o r  a  h e a d  o f f i c e  c o n t r a c t ,  was  w i t h  J .  
C a r m i c h a e l .  The c l a u s e  r e l a t i n g  t o  h i s  c o m m i s s i o n  a c c o u n t  
s t a t e d :
" . . . . y e a r  by y e a r  when  t h e  a c c o u n t s  a r e  made 
up 2$ on  t h e  p r o f i t  o r  l o s s  w i l l  be p l a c e d  t o  
c r e d i t  o r  d e b i t  o f  t h i s  a c c o u n t  b e a r i n g  
i n t e r e s t  a s  f ro m  t h e  e n d  o f  t h e  y e a r  a t  t h e  
r a t e  o f  5 p e r  c e n t  p e r  annum. Whenever a t  t h e  
end  o f  any  y e a r  t h e  b a l a n c e  a t  y o u r  c r e d i t ,  
i n c l u d i n g  i n t e r e s t  a t  t h e  s a i d  r a t e  o f  5 p e r  
c e n t  p e r  annum exc ee ds  £500 t h e  e xc es s  w i l l  be 
p a i d  t o  you.
I t  i s  u n d e r s t o o d  t h a t  you  w i l l  n o t  be 
l i a b l e  f o r  y o u r  2.% o f  a ny  l o s s e s  t h a t  may be 
i n c u r r e d  i n  e x c e s s  o f  t h e  sum which may be a t  
y o u r  c r e d i t  f r o m  t i m e  t o  t i m e  i n  y o u r  
Commission Suspense  a / c  and th e  b a lance  a t  the  
c r e d i t  o f  t h a t  S u s p e n s e  a / c ,  i f  a n y ,  w i l l  be 
p a i d  t o  y o u  w h e n  t h i s  a r r a n g e m e n t  i s  
de te rm in e d "  (EC, 4 J a n u a r y  1915, UGD 91/269)*
C a r m i c h a e l  a l s o  had  c h a r g e d  t o  h i s  c o m m i s s i o n  a c c o u n t ,  a 
p r o p o r t i o n  o f  any  w r i t t e n  down s t o c k  when t h e  s t o c k  v a l u e  w e n t  
o v e r  £50,000 a t  t h e  c o t t o n  f a c t o r i e s .  The i n t e r e s t  payment was
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p r o b a b l y  made  a s  some c o m p e n s a t i o n  t o  t h e  e m p l o y e e  f o r  t h e  
" g o ld e n  h a n d c u f f s . "
S i m i l a r  commiss ion  a c c o u n t  c l a u s e s  e x i s t e d  i n  t h e  o v e r s e a s  
ou tcome r e l a t e d  c o n t r a c t s  i n  t h e  1910’s.  R. M a nse l l ,  t h e  General  
Manager  a t  C a l c u t t a  f rom 1911 t o  1918, had a commiss ion accoun t  
c l a u s e  which s t a t e d :
"You w i l l  be e n t i t l e d  t o  d raw  Rs. 3 5 ,0 0 0  
p e r  annum b u t  y o u r  c o m m i s s i o n  on t h e  n e t  
p r o f i t s  o r  l o s s e s  when a s c e r t a i n e d  a f t e r  t h e  
c l o s e  o f  e a c h  y e a r  s h a l l  be c a r r i e d  t o  y o u r  
c r e d i t  o r  d e b i t  i n  a S u s p e n s e  A c c o u n t  i n  t h e  
b o o k s  o f  o u r  C a l c u t t a  B r a n c h .  As s o o n  a s  t h e  
C a l c u t t a  Branch’s  a c c o u n t s  f o r  t h e  yesir end in g  
3 1 s t  December 1916, o r  f o r  t h e  y e a r  d u r i n g  o r  
a t  t h e  end o f  which t h i s  Agreement  d e t e r m i n e s  
h a v e  b e e n  made  up and  a p p r o v e d  by u s ,  y o u r  
Commission a / c  w i l l  be b rough t  t o  a p o i n t  and 
y o u  w i l l  be e n t i t l e d  t o  r e c e i v e  any  b a l a n c e  
t h e r e  may be  a t  c r e d i t  o f  s a m e .  Your 
Commission Suspense  a / c  w i l l  be i n t e r e s t e d  a t  
t h e  r a t e  o f  5? p e r  annum and Rs. 3 5 ,0 0 0  w i l l  
f a l l  t o  be d e b i t e d  t o  t h e  a c coun t  and c r e d i t e d  
t o  your  Drawing a / ,  a t  30 th  June  i n  each yea r"  
(EC, 5 May 1911, UGD 9 1 / 5 6 ) .
I t  i s  i n t e r e s t i n g  t o  n o t e  t h a t  t h i s  c o n t r a c t  was a f i v e  y e a r  
c o n t r a c t ,  and  t h a t  i t  was  n o t  u n t i l  t h e  C a l c u t t a  B r a n c h e s  
a c c o u n t s  "have been made up and approved" by t h e  head o f f i c e  t h a t  
M a n s e l l  was  t o  r e c e i v e  any  c o m m i s s i o n  a b o v e  h i s  g u a r a n t e e d  
m in imum o f  Rs. 3 5 , 0 0 0 .  R. L a n g f o r d - J a m e s ,  t h e  n e x t  G e n e r a l  
M a nage r  a t  C a l c u t t a ,  h a d  e x a c t l y  t h e  s a m e  c o m m i s s i o n  a c c o u n t  
c l a u s e  i n  1919 (EC, 31 O c t o b e r  1919 ,  UGD 9 1 / 2 6 9 ) .  T h i s  k i n d  o f  
c l a u s e  became a f e a t u r e  o f  t h e  outcome r e l a t e d  c o n t r a c t s  a t  a l l  
t h e  b ran c h e s  d u r in g  t h e  1910’ s .
The h e a d  o f f i c e  h e l d  t h e  u p p e r  h a n d ,  i n  t h a t  i t  gave  t h e  
f i n a l  a p p ro v a l  t o  t h e  a c c o u n t s  on which the  commission  b a s i s  had 
been ag re e d .  Outcome r e l a t e d  c o n t r a c t s  w i t h  g e n e ra l  managers  in 
t h e  1910’s ,  u s u a l l y  i n c l u d e d  a c l a u s e  s t a t i n g  t h a t  i n  t h e  event
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o f  a d i s p u t e  over  t h e  r e m u n e r a t i o n  o r  i n t e r p r e t a t i o n  o f  c o n t r a c t  
c l a u s e s ,  t h a t  t h e  e m p l o y e e  and  J a m e s  F i n l a y  w o u ld  r e f e r  the 
d i s p u t e  t o  t h e  d e c i s i o n  o f  a m u t u a l l y  a g r e e d  upon a r b i t e r .  All 
outcome r e l a t e d  c o n t r a c t s  f rom around 1919 onwards i n c l u d e d  the 
p r o v i s i o n  o f  a n  a r b i t e r  a s  a s t a n d a r d  c o n t r a c t  f e a t u r e .  Three 
a r b i t e r s  w e r e  g e n e r a l l y  u s e d .  T hese  w e r e  t h e  S e c r e t a r y  and 
T r e a s u r e r  o f  t h e  I m p e r i a l  Bank o f  I n d i a ,  t h e  P r e s i d e n t  o f  the 
Glasgow Chamber o f  Commerce, and t h e  F a c u l t y  o f  P r o c u r a t o r s  in  
G l a s g o w .  T h e r e  i s ,  h o w e v e r ,  no e v i d e n c e  i n  t h e  a r c h i v e  o f  any 
c o n t r a c t  go ing  t o  any such a r b i t r a t i o n .
I t  a p p e a r s  t h a t  t h e  a r b i t r a t i o n  c l a u s e s  f u l f i l l e d  a " s a f e t y  
n e t "  r o l e  b e c a u s e  o f  t h e  u n c e r t a i n  e n v i r o n m e n t  i n  w h i c h  t h e  
c o n t r a c t s  were  made. The a r b i t r a t i o n  c l a u s e  w o u ld  a l s o  r e d u c e  
t h e  e x p e c t e d  c o s t s  o f  c o n t r a c t  im p a s s e s  (Crawford ,  1985, p. 377). 
Also,  Crawford (1985)  s u g g e s t s  t h a t  a r b i t r a t i o n  can be used as  a 
s u b s t i t u t e  f o r  a  c o m p le te  c o n t r a c t  and t h a t  i t  may be e a s i e r  f o r  
t h e  p r i n c i p a l  a nd  a g e n t  t o  a g r e e  on a n  a r b i t r a t o r  r a t h e r  t h a n  
a g r e e i n g  on comple te  c o n t r a c t  s e t t l e m e n t .
The a l l o c a t i o n  o f  o f f i c e  e x pe nse s  o r  amounts  o f  d e p r e c i a t i o n  
b e c a m e  a l l o c a t i o n  d e v i c e s  a g a i n s t  t h e  e m p l o y e e s ’ c o m m i s s i o n  
income.  They d i d  no t  n e c e s s a r i l y  make an im p a c t  on t h e  b ranches  
o r  head o f f i c e ’s f i n a n c i a l  a c c o u n t s .  For example,  t h e  p o r t i o n  o f  
o f f i c e  e x p e n s e s  a l l o c a t e d  t o  t h e  d e p a r t m e n t a l  m a n a g e r ’ s 
c o m m i s s i o n  i n  C a l c u t t a ,  was  a b u d g e t e d  am oun t  a s  was t h e  
d e p r e c i a t i o n  a l l o c a t i o n  i n  t h e  j u t e  d e p a r t m e n t ’s commiss ion b a s i s  
i n  C a l c u t t a .  T h i s  m e a n t  t h a t  t h e r e  was a s e t  o f  a c c o u n t i n g  
n u m b e r s  t h a t  e m e r g e d  f ro m  t h e  e m p l o y e e  c o n t r a c t i n g  t h a t  w e re  
d i f f e r e n t  f rom t h e  branch or  head o f f i c e  annual accoun t s .
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A g e n c y  t h e o r y  s t a t e s  t h a t  i n  a n  u n r e g u l a t e d  
e n v i r o n m e n t ,  t h e  f u n c t i o n  o f  f i n a n c i a l  s t a t e m e n t s  i s  t o  r educe  
a g e n c y  c o s t s  ( W a t t s ,  1977 ,  p. 58 ;  W a t t s  and Z im m erm an ,  1979 ,  p. 
277).  Th is  t h e o r y  p r e d i c t s  t h a t  a c c o u n t in g  p r a c t i c e s  would va ry  
a c r o s s  c o r p o r a t i o n s  i n  an u n r e g u l a t e d  economy d e p e n d i n g  on t h e  
n a t u r e  and  m a g n i t u d e  o f  t h e  a g e n c y  c o s t s .  Agency c o s t s  a r i s e  
because  t h e  m anage r ’s  ( t h e  a g e n t ’s)  i n t e r e s t s  do no t  n e c e s s a r i l y  
c o i n c i d e  w i t h  t h e  i n t e r e s t s  o f  t h e  owners  ( t h e  p r i n c i p a l )  because  
t h e y  a r e  b o t h  c o n s i d e r e d  t o  be u t i l i t y  m a x i m i s e r s .  An a g e n c y  
c o n t r a c t ,  t h e r e f o r e ,  i s  e n t e r e d  i n t o  by t h e  p r i n c i p a l  w i t h  t h e  
a g e n t  i n  o r d e r  t o  m i m i m i s e  t h e  a g e n c y  c o s t s .  I n  a g e n c y  t h e o r y  
t h e  f i r m  i s  v i ew e d  a s  a nexus o f  c o n t r a c t s ,  9 and so  t h e  f i r m  i s  
s e e n  as  composed o f  i n d i v i d u a l s  t h a t  have c o n t r a c t e d  f o r  c e r t a i n  
p r o p e r t y  r i ^ t s  and have t h e  o b j e c t i v e  t o  m aximise  t h e i r  u t i l i t y  
( W a t t s  and Zimmerman, 1986, pp. 194-195).
I n  t h e  s i m p l i f i e d  agency r e l a t i o n s h i p ,  t h e  p r i n c i p a l  has a 
p r o b l e m  b e c a u s e  a c t i n g  i n  t h e  p r i n c i p a l ’s i n t e r e s t  w i l l  n o t  
n o r m a l ly  m ax im ise  t h e  u t i l i t y  o f  t h e  agen t .  W ithou t  s a f e g u a rd s ,  
t h e r e f o r e ,  i t  w i l l  be e x p e c t e d  t h a t  t h e  a g e n t  w i l l  a c t  i n  ways  
t h a t  t h e  p r i n c i p a l  would no t  w ish  him t o .
The p r i n c i p a l  s o l v e s  t h e  p r o b l e m  i n  two w ays  ( J e n s e n  and 
H e c k l in g ,  1976). F i r s t ,  by c r e a t i n g  i n c e n t i v e s  f o r  the  agent  to  
a c t  i n  t h e  p r i n c i p a l ’s  i n t e r e s t .  An e x a m p l e  i s  t h e  o u t c o m e  
r e l a t e d  c o n t r a c t i n g  i n  J a m e s  F i n l a y .  S e c o n d l y ,  by d e v e l o p i n g  
m o n i t o r i n g  d e v i c e s .  Also,  t h e  a g e n t  may wish  t o  i n v e s t  i n  some 
g u a r a n t e e  t h a t  he w i l l  a c t  i n  t h e  p r i n c i p a l ’s i n t e r e s t .  This  i s  
known a s  a bonding c o s t .
J e n s e n  and  H e c k l i n g  ( 1 9 7 6 ,  p. 308)  h a v e  d e f i n e d  t h e  t h r e e
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a s p e c t s  o f  agency c o s t s .  F i r s t l y ,  m o n i t o r i n g  e x p e n d i t u r e s  made 
by t h e  p r i n c i p a l .  T h e s e  a r e  e x p e n d i t u r e s  by t h e  p r i n c i p a l  t o  
c o n t r o l  t h e  a g e n t ’s b e h a v i o u r .  For  e x a m p l e ,  s u c h  e x p e n d i t u r e s  
c o u l d  i n c l u d e  t h e  c o s t s  o f  m e a s u r i n g  and  o b s e r v i n g  t h e  a g e n t ’s 
b e h a v i o u r  o r  t h e  c o s t s  o f  e s t a b l i s h i n g  c o m p e n s a t i o n  p o l i c i e s .  
S e c o n d l y ,  a r e  t h e  b o n d i n g  e x p e n d i t u r e s  by t h e  a g e n t .  T h i r d l y ,  
i n c l u d e d  i n  agency c o s t s ,  i s  t h e  r e s i d u a l  l o s s .  Th is  i s  d e f i n e d  
a s  t h e  r e d u c t i o n  i n  w e l f a r e  due  t o  t h e  a g e n c y  r e l a t i o n s h i p ,  
b e c a u s e  d e s p i t e  t h e  m o n i t o r i n g  and  b o n d i n g  e x p e n d i t u r e s ,  t h e  
a c t i o n s  t a k e n  by t h e  a g e n t  w i l l  d i f f e r  f r o m  t h e  a c t i o n s  t h e  
p r i n c i p a l  would t a k e  h i m s e l f .
W a t t s  and  Z im m erm an  ( 1 9 8 6 ,  p. 196)  s u g g e s t  t h a t  i n  t h e  
" n e x u s  o f  c o n t r a c t s ’" v i e w  o f  t h e  f i r m ,  t h e r e  i s  a demand f o r  
m o n i t o r i n g  c o n t r a c t s  and t h a t  a c c o u n t i n g  p l a y s  an i m p o r t a n t  p a r t  
i n  t h e  f o r m u l a t i o n  o f  c o n t r a c t  t e r m s  and  i n  t h e  m o n i t o r i n g  o f  
t h o s e  t e r m s .  T h e r e f o r e ,  t h e y  s u g g e s t  t h a t  a c c o u n t i n g  and 
a u d i t i n g  p l a y  an i m p o r t a n t  r o l e  i n  c o n t r a c t  m o n i t o r i n g .  Thi s  i s  
because  i f  agency c o s t s  v a r y  w i t h  d i f f e r e n t  c o n t r a c t s ,  a c c o u n t in g  
p r o c e d u r e s  have t h e  p o t e n t i a l  t o  a f f e c t  t h e  f i r m  v a l u e  a n d /o r  t h e  
a g e n t ’s  com pensa t ion .  W a t t s  and Zimmerman (1986, pp. 197-207),  
t h e r e f o r e ,  s u g g e s t  t h a t  a c c o u n t i n g  a n d  a u d i t i n g  e m e r g e d  
h i s t o r i c a l l y  a s  a m o n i t o r i n g  d e v i c e  f o r  t h e  f i r m ’s c o n t r a c t s .  
They s u g g e s t ,  i n  f a c t ,  t h a t  a c c o u n t i n g  h i s t o r i a n s  have long  been 
a w a r e  o f  t h e  i m p o r t a n c e  o f  t h e  a g e n c y  r e l a t i o n s h i p  a s  a 
e x p l a n a t i o n  f o r  t h e  e x i s t e n c e  o f  a c c o u n t in g .  W att s  (1977, PP* 
6 2 - 6 3 )  s t a t e s  t h a t  t h e  s t e w a r d s h i p  c o n c e p t  i n  t h e  a c c o u n t i n g  
l i t e r a t u r e  i s  t h e  i d e a  t h a t  t h e  pu rpose  o f  a c c o u n t i n g  i s  t o  check 
t h e  h o n e s t y  and r e l i a b i l i t y  o f  a g e n t s .  W a t t s  (1977 ,  p. 63) 
s u g g e s t s  t h a t  by r e c o g n i s i n g  t h e  r e l a t i o n s h i p  b e t w e e n  a g e n c y  
c o s t s  and a c c o u n t i n g  p r a c t i c e s  t h a t  a s e t  o f  c o n s i s t e n t  and
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c o h e r e n t  e x p l a n a t i o n s  c a n  be g i v e n  f o r  t h e  e m e r g e n c e  o f  
a c c o u n t i n g  p r a c t i c e s .
W at t s  and Zimmerman (1986) s p e c i f i c a l l y  no te  t h e  w ide sp re a d  
e x i s t e n c e  o f  management  i n c e n t i v e  com pe nsa t ion  c o n t r a c t s  i n  t h e  
U n i t e d  Kingdom i n  t h e  l a t e  n i n e t e e n t h  and  e a r l y  t w e n t i e t h  
c e n t u r i e s .  T h e y  f u r t h e r  s u g g e s t  t h a t  by t h e  e n d  o f  t h e  
n i n e t e e n t h  c e n tu r y ,  a u d i t e d  a c c o u n t i n g  r e p o r t s  had come t o  s e rv e  
a s  a  b a s i s  f o r  management  com pensa t ion .  Th is  o c c u r r e d  t o  r e d u c e  
m o r a l  h a z a r d .  T h i s  w i l l  be e x a m i n e d  i n  r e l a t i o n  t o  t h e  J a m e s  
F i n l a y  employment  c o n t r a c t s  i n  t h e  n e x t  s e c t i o n .
I t  i s  n o t  c l e a r  f r o m  an  e x a m i n a t i o n  o f  t h e  J a m e s  F i n l a y  
employment  c o n t r a c t s  and a c c o u n t i n g  p r a c t i c e s ,  w h e t h e r  o u t c o m e  
r e l a t e d  c o n t r a c t i n g  h a d  s u c h  a  d i r e c t  e f f e c t  on t h e  a c c o u n t i n g  
p r a c t i c e s  o f  James F i n l a y  as  s u g g e s t e d  by W at t s  and Zimmerman. 
C e r t a i n l y ,  a s  a l r e a d y  s t a t e d ,  t h e r e  was  a  t r e n d  f r o m  a c a s h  
c o n c e p t  o f  p r o f i t s  t o  a n  a c c r u a l  c o n c e p t  o f  p r o f i t s  and  t h e  
c h a r g i n g  o f  r e p a i r s  on  f i x e d  a s s e t s  t o  p r o f i t s ;  h o w e v e r ,  t h e r e  
emerged a  s e p a r a t e  s e t  o f  c o n t r a c t i n g  a c c o u n t in g  t e c h n i q u e s ,  such 
a s  a r b i t r a r y  a l l o c a t i o n s  o f  d e p r e c i a t i o n  and o f f i c e s  expenses ,  
which were  made ex a n t e  and i n d e p e n d e n t l y  o f  t h e  annua l  a c c o u n t s  
o f  e i t h e r  t h e  b r a n c h e s  o r  t h e  h e a d  o f f i c e .  The e x i s t e n c e  o f  
a u d i t i n g  from an agency t h e o r y  p e r s p e c t i v e  i s  a l s o  p r o b l e m a t i c ,  
b e c a u s e  i n i t i a l l y  a u d i t i n g  w as  i n t r o d u c e d  i n  J a m e s  F i n l a y  i n  
1903, by t h e  t r u s t e e s  o f  S i r  John M uir ' s  e s t a t e  o u t  o f  f i d u c i a r y  
c o n s i d e r a t i o n s .  Whether a s  an u n in te nde d  consequence,  a u d i t i n g  
came t o  be s e e n  a s  a m o n i t o r i n g  d e v i c e  due  t o  t h e  e x i s t e n c e  o f  
o u t c o m e  r e l a t e d  c o n t r a c t i n g ,  i s  u n c l e a r .  A u d i t i n g  i n  t h e  
o r g a n i s a t i o n  w i l l  be e x p lo r e d  i n  a l a t t e r  s e c t i o n .
W at t s  and Zimmerman (1986, pp. 205-206) ,  however ,  make the
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g e n e r a l  comment t h a t  use o f  c o n s e r v a t i v e  a c c o u n t i n g  p r a c t i c e s ,  
s u c h  a s  r e c o g n i s i n g  r e v e n u e s  l a t e r  r a t h e r  t h a n  s o o n e r  and 
e x p e n s e s  s o o n e r  t h a n  l a t e r ,  e m e r g e d  t o  o f f s e t  t h e  a g e n t ’ s 
o p t i m i s m  w h ic h  was  p r e s u m a b l y  e n c o u r a g e d  by o u t c o m e  r e l a t e d  
c o n t r a c t i n g  ( s e e  H e n d r i k s e n ,  1982 ,  p. 82) .  T h i s  ca n  be s e e n  i n  
t h e  way t h e  su sp en s e  p r o v i s i o n  and commiss ion  a c c o u n t s  o p e r a t e d  
i n  t h e  b ranch and head a c c o u n t s .
The W a t t s  and Zimmerman v e r s i o n  o f  agency t h e o r y  t e n d s  t o  be 
more macro and e m p i r i c a l  i n  i t s  o r i e n t a t i o n .  For example,  i t  h a s  
been used t o  comment on t h e  r e g u l a t i o n  o f  f i n a n c i a l  r e p o r t i n g  and 
e m p i r i c a l  r e s e a r c h e r s  h a v e  u s e d  t h e  f r a m e w o r k  t o  e x p l a i n  
m a n a g e m e n t ’ s  c h o i c e  among a c c e p t e d  a c c o u n t i n g  m e t h o d s .  For  
example ,  t h e  h y p o t h e s i s  t h a t  " c e t e r i s  p a r i b u s ,  manage rs  o f  f i r m s  
w i t h  bonus p l a n s  a r e  more l i k e l y  t o  choose a c c o u n t i n g  p r o c e d u r e s  
t h a t  s h i f t  r e p o r t e d  e a r n i n g s  from f u t u r e  p e r i o d s  t o  the  c u r r e n t  
p e r i o d "  (W at ts  and Zimmerman, 1986, p. 208) .   ^1
A n o t h e r  v e r s i o n  o f  a g e n c y  t h e o r y  h a s  t e n d e d  t o  d e v e l o p  
a r o u n d  t h e  w o rk  o f  Demski  and  B a im a n .  G e n e r a l l y ,  i t  h a s  b e e n  
a n a l y t i c a l  and  m i c r o  i n  i t s  o r i e n t a t i o n ,  w i t h  i t s  m o d e l i n g  
f o c u s i n g  on one p r i n c i p a l  and one a g e n t  i n  a  s i n g l e  t im e  p e r io d .  
Th is  l i t e r a t u r e  i s  r e v i e w e d  i n  Baiman (1982) and i t s  employment  
c o n t r a c t i n g  i m p l i c a t i o n s  h a v e  b e e n  r e v i e w e d  i n  Nam az i  ( 1 9 8 5 ) .  
The n e x t  s e c t i o n  examines  t h e  employment  c o n t r a c t i n g  behav iou r  i n  
James F i n l a y  from an agency t h e o r y  p e r s p e c t i v e .
e .  Agency Theory and Employee C on tracting
A g e n c y  t h e o r y ,  i n  t h i s  m i c r o  s e n s e ,  h a s  b e e n  
s u g g e s t e d  a s  a t h e o r e t i c a l  f ram ew ork  f o r  many e x t a n t  management 
a c c o u n t i n g  p r a c t i c e s .
The b a s i c  a g e n c y  p r o b l e m  i s  t h a t  t h e r e  i s  a p r i n c i p a l  who
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s u p p l i e s  c a p i t a l  and  a n  a g e n t  who i s  a v e r s e  t o  r i s k  and e f f o r t ,  
who s u p p l i e s  l a b o u r  t o  t h e  o r g a n i s a t i o n .  The p r i n c i p a l ’ s 
p ro b le m ,  as  a l r e a d y  m en t ioned ,  i s  t o  induce  t h e  a g e n t  t o  t ake  the  
a c t i o n  ( e x p e n d  t h e  e f f o r t )  t h a t  t h e  p r i n c i p a l  w o u ld  t a k e .  The 
i m p l i c a t i o n s  o f  t h e  model a r e  t h a t  i f  t h e  p r i n c i p a l  can o b s e rv e  
t h e  amount  o f  e f f o r t  t h e  a g e n t  expends,  t h e n  t h e  o p t im a l  c o n t r a c t  
I s  t o  p a y  t h e  a g e n t  a f i x e d  wage  i f  t h e  a g e n t  t a k e s  t h e  r i g h t  
a c t i o n  and  i m p o s e  a  p e n a l t y  i f  t h e  a g e n t  s h i r k s .  I n  t h i s  
s i t u a t i o n ,  t h e  p r i n c i p a l  b e a r s  a l l  t h e  r i s k .  The p r o b l e m ,  
h o w e v e r ,  a r i s e s  when t h e  p r i n c i p a l  c a n n o t  o b s e r v e  t h e  a g e n t ’ s 
a c t i o n .  I n  t h a t  c a se ,  t h e  o p t i m a l  c o n t r a c t  i s  t o  have th e  a g e n t  
s h a r e  i n  t h e  outcome o f  h i s  a c t i o n s ,  and t h u s  t o  p ro v id e  him w i t h  
an i n c e n t i v e  t o  expend t h e  o p t i m a l  amount  o f  e f f o r t .
To d a t e ,  a t t e m p t s  a t  t e s t s  i n c o r p o r a t i n g  agency t h e o r y  have 
b e e n  l a r g e l y  e x p e r i m e n t a l  ( i . e .  W a l l e r  a n d  Chow, 1985) .  W alsh  
and S t e w a r t  (1986) have used t h e  employment  c o n t r a c t s  f rom James 
F i n l a y ,  T h e r e  a r e ,  o f  c o u r s e ,  d i f f i c u l t i e s  w i t h  a r c h i v a l  
r e s e a r c h .  For  example,  t h e  i n c o m p l e t e n e s s  and t h e  i n f l e x i b i l i t y  
o f  t h e  d a t a .  However, t h e  l o n g i t u d i n a l  n a t u r e  o f  t h e  d a t a  meant  
t h a t  some o f  a g e n c y  t h e o r y ’s  p r o p o s i t i o n s  c o u l d  be e x a m i n e d  i n  
m u l t i p l e  s e t t i n g s  and  a t  m u l t i p l e  t i m e s  (Webb e t  a l . ,  1966,  p. 
5 3 ) .
To c a r r y  o u t  t h e i r  t e s t s ,  W alsh  and S t e w a r t  ( 1986) t o o k  an 
i n s t r u m e n t a l i s t  app roach.  Some o f  agency t h e o r y ’s  r e s t r i c t i v e  
a s s u m p t io n s  a r e  d i f f i c u l t  t o  f a l s i f y ,  f o r  example s i n g l e  p e r io d ,  
exogenous l a b o u r  m a r k e t s  and s i n g l e  a ge n t  a s s u m p t io n s .  The re fo re ,  
i n  t h e i r  s tu d y ,  Walsh and S t e w a r t  d id  no t  examine t h e  q u a l i t a t i v e  
i m p l i c a t i o n s  o f  r e l a x i n g  t h e s e  a s su m p t io n s .  Ra the r  they  looked  
a t  how w e l l  agency t h e o r y  e x p l a i n e d  t h e  n a t u r e  o f  t h e  employment
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c o n t r a c t i n g  b e h a v io u r  i n  James F in la y .  The f i n d i n g s  o f  the  s tu d y  
were:
( i )  H hs ü â Ê  qL  c o n t r a c t s : T a b l e  5 s how e d  t h a t  t h e
p e r c e n t a g e  o f  o u t c o m e  r e l a t e d  c o n t r a c t s  f o r  e a c h  o c c u p a t i o n a l  
g r o u p i n g  i n c r e a s e s  a s  t h e  l e v e l  o f  a u to n o m y  i n c r e a s e s .  T h i s  
r e s u l t  s u g g e s t s  t h a t  outcome r e l a t e d  c o n t r a c t s  were  most  l i k e l y  
t o  be e m p l o y e d  w h e r e  t h e  c o s t s  o f  o b s e r v i n g  t h e  r e a l i s a t i o n  o f  
t h e  s t a t e  v a r i a b l e  and t h e  a g e n t ’s e f f o r t  were h i g h e s t .  With t h e  
I m p a c t  o f  d i s t a n c e ,  i t  w o u l d  be e x p e c t e d  t h a t  a l l  G e n e r a l  
Managers o v e r s e a s  would have ou tcome r e l a t e d  c o n t r a c t s .  However, 
Tab le  5 shows t h a t  on ly  s e v e n t y - o n e  p e r  c e n t  o f  Genera l  Managers 
h a d  o u t c o m e  r e l a t e d  c o n t r a c t s .  T h i s  a n o m a l y  c a n  be l a r g e l y  
e x p l a i n e d  by t h e  p r e s e n c e  o f  t h e  M u i r  f a m i l y  a t  C a l c u t t a  ( s e e  
P o l i a k ,  1 9 8 5 ) a nd  Colombo;  t h e  o c c a s i o n a l  u s e  o f  f i x e d  f e e  
c o n t r a c t i n g  e i t h e r  as  i n  t h e  C a l c u t t a  s i t u a t i o n  w i t h  Mr. A r th u r  
o r  where  p e rh a p s  i n  a  newly opened b ranch t h e  s t a t e  v a r i a b l e  was 
c o m p l e t e l y  unknown; o r  l a s t l y  as  i n  K a ra ch i ’s  ca se ,  where t h e r e  
was a  r u n  o f  l o s s e s  and t h e  manager  probaby  i n s i s t e d  on a f i x e d  
f e e  c o n t r a c t .
S i r  J o h n  M u i r ’s  s o n s  h a d  e x p e c t a t i o n s  o f  a  c o n t i n u i n g  
r e l a t i o n s h i p  w i t h  t h e  f i r m  and  a c l a i m  on  i t s  p r o f i t s  a n d ,  
t h e r e f o r e ,  were s u b j e c t  t o  d i f f e r e n t  and p e rh a p s  more e f f e c t i v e  
r e w a r d s  and s a n c t i o n s  t h a n  t h e  r e s t  o f  t h e  employees .  The f a m i l y  
p r e s e n t e d  u n i q u e  m o n i t o r i n g  a d v a n t a g e s  w h i c h  f l o w e d  f r o m  t h e  
e n t w i n i n g  o f  economic and p e r s o n a l  r e l a t i o n s h i p s .  Also,  a l t r u i s m  
and f a m i l y  l o y a l t y  were f u r t h e r  a s p e c t s  o f  t h e  f a m i l y  management. 
P o l i a k  ( 1985, p. 592) s t a t e s  t h a t  be cause  f a m i l y  managers  e xpe c t  
a c o n t i n u i n g  r e l a t i o n s h i p  w i t h  t h e  f i r m ,  t hey  a r e  l e s s  l i k e l y  to  
s a c r i f i c e  l o n g - r u n  a d v a n t a g e s  f o r  s h o r t - r u n  g a i n s .  S i r  J o h n ’s 
sons  d id  no t  need outcome r e l a t e d  c o n t r a c t s  t o  b ind  them to  the
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f i r m  and t o  t a k e  a  l o n g - t e r m  v iew  i n  t h e  way n o n - f a m i l y  managers  
needed.
Apar t  f rom t h e s e  a n o m a l i e s ,  t h e  d a t a  s u p p o r t e d  t h e  c o n c lu s i o n  
t h a t  a s  t h e  c o s t  o f  m o n i t o r i n g  t h e  m a n a g e r s ’ e f f o r t  and  t h e  
r e a l i s e d  s t a t e  v a r i a b l e  i n c r e a s e ,  outcome r e l a t e d  c o n t r a c t i n g  i s  
more l i k e l y  t o  occur .
( 1 1 )  C o n t r a c t i n g  and  E m o lo v e e  A b i l i t v : I n  t h e  s t u d y ,  t h e
a u t h o r s  c o n s i d e r e d  t h e  c a s e  w h e r e  t h e  a g e n t ’ s  a b i l i t y  i s  
I m p e r f e c t l y  known by bo th  t h e  p r i n c i p a l  and t h e  agen t .  Narayanan 
( 1 9 8 5 )  h a s  e x a m i n e d  t h i s  i s s u e  w i t h i n  a n  a g e n c y  f r a m e w o r k  and  
d e m o n s t r a t e s  t h a t  i f  t h e r e  i s  a  p r i n c i p a l  a g e n t  i n f o r m a t i o n  
a symm etry ,  t h e  manager  may have an i n c e n t i v e  t o  t a k e  d e c i s i o n s  
w h i c h  i n c r e a s e  s h o r t  r u n  p r o f i t s  r a t h e r  t h a n  l o n g  r u n  p r o f i t s .  
The m a n a g e r  w i l l  c o n c e n t r a t e  on s h o r t  r u n  p r o f i t s  i n  o r d e r  t o  
i m p r o v e  t h e  p r i n c i p a l ’ s  p e r c e p t i o n  o f  h i s  a b i l i t y  and  h e n c e  
o b t a i n  s a l a r y  i n c r e a s e s .  I n  o r d e r  t o  o v e r c o m e  t h i s  p r o b l e m ,  
N a r a y a n a n  c o n c l u d e s  t h a t  t h e  p r i n c i p a l  s h o u l d  e m p l o y  more  
e x p e r i e n c e d  m a n a g e r s  ( s i n c e  t h e r e  i s  l e s s  i g n o r a n c e  o f  t h e i r  
a b i l i t y )  and use l o n g  t e r m  c o n t r a c t s  i n  o r d e r  t o  g i v e  them a long  
r u n  o r i e n t a t i o n .
B o t h  o f  t h e s e  p r o p o s i t i o n s  a r e  s u p p o r t e d  by t h e  d a t a .  I t  
would be e x p e c t e d  t h a t  t h e  i n f o r m a t i o n  asymmetry  i s  g r e a t e s t  f o r  
o v e r s e a s  managers  and t h a t  c o n t r a c t s  would be more l i k e l y  to  be 
l o n g e r  f o r  o v e r s e a s  m a n a g e r s .  The a v e r a g e  c o n t r a c t  l e n g t h  f o r  
o v e r s e a s  m a n a g e r s  w as  4 .0 7  y e a r s  c o m p a r e d  t o  1 .29 y e a r s  f o r  
m anagers  based  i n  t h e  UK. I f  a s s i s t a n t s  a r e  i n c l u d e d  i n  t h e  home 
d a t a  t h e  a v e r a g e  c o n t r a c t  l e n g t h  r i s e s  t o  2 .07  y e a r s .  I n  
a d d i t i o n ,  o n l y  16 o v e r s e a s  c o n t r a c t s  were on a  y e a r  t o  y e a r  b a s i s  
c o m p a r e d  t o  127 home c o n t r a c t s  on a y e a r  t o  y e a r  b a s i s .  T hese
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c o n t r a c t s  w e r e  a l s o  b i n d i n g ,  and  i n  t h e  c a s e s  w h e r e  e m p l o y e e s  
t e r m i n a t e d  t h e i r  c o n t r a c t s  f o r  r e a s o n s  o t h e r  t han  i l l  h e a l t h  or  
p r e m a t u r e  d e a th ,  employees  were r e q u i r e d  t o  pay a f i n e  e q u i v a l e n t  
t o  t h e i r  annual  s a l a r y .
E xpe r ience  was a l s o  found t o  be an i m p o r t a n t  f e a t u r e  o f  the  
management c o n t r a c t s  examined.  The ave rage  y e a r s  o f  s e r v i c e  o f  
o v e r s e a s  managers  was 10.46 y e a r s .  The ave rage  y e a r s  o f  s e r v i c e ,  
and hence  e x p e r i e n c e ,  was even  h i g h e r  f o r  g e n e r a l  managers .  The 
a v e ra g e  y e a r s  o f  t h e  g e n e r a l  managers  i n  C a l c u t t a  was 19.2 y e a r s .  
I n  t h e  c a s e  o f  m a n a g e r s  w i t h  no p r e v i o u s  e x p e r i e n c e  i n  t h e  
company ,  t h e  f i r m  n o r m a l l y  r e t a i n e d  t h e  o p t i o n  t o  f i r e  t h e  
employee shou ld  he prove  t o  be u n s a t i s f a c t o r y .
E x p e r i e n c e  and  c o n t r a c t  l e n g t h  w o u l d  seem  t o  be r e l a t e d .  
The c o n t r a c t s  f o r  o v e r s e a s  employees  which were o f  l e s s  t h a n  f i v e  
y e a r s  d u r a t i o n  were  o n ly  g r a n t e d  t o  employees  o f  l o n g  s t a n d i n g .
( i i i )  The u s e  o f  b u d g e t - b a s e d  c o n t r a c t s : The s t u d y  t h e n
r e p o r t e d  a  t e s t  on t h e  s u p e r i o r i t y  o f  b u d g e t - b a s e d  c o n t r a c t s  t o  
l i n e a r  c o n t r a c t s  o r  f i x e d  f e e  c o n t r a c t s .  A b u d g e t - b a s e d  c o n t r a c t  
i s  a n  i n c e n t i v e  s c h e m e  w h i c h  may be i n t e r p r e t e d  f r o m  an 
a c c o u n t i n g  p o i n t  o f  v i e w  a s  a  b r e a k  w h i c h  i s  d e f i n e d  by t h e  
b u d g e t e d  o u t c o m e .  The r e w a r d  t h e  a g e n t  r e c e i v e s  d e p e n d s  on 
w h e th e r  t h e  a c t u a l  ou tcome i s  above o r  below t h e  budge ted  f i g u r e .
The c o n t r a c t s  were  c l a s s i f i e d  i n  Table  6 by t h e  n a t u r e  of  t h e  
i n c e n t i v e s  s c h e m e  f o r  one  h u n d r e d  and s i x t y - s e v e n  m a n a g e r s  i n  
I n d i a ,  C e y l o n  and  Burma.  They c o n s i s t e d  o f  a l l  t h e  m a n a g e r s  
o t h e r  t h a n  t h e  m a j o r i t y  o f  t h e  a s s i s t a n t s .  T h i r t e e n  a s s i s t a n t s  
were i n c l u d e d  because  t h e y  were r e s p o n s i b l e  f o r  some o p e r a t i o n s  
when t h e i r  s u p e r i o r s  were on fu r lo u g h .
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NATURE OF INCENTIVE SCHEME: OVERSEAS MANAGERS
Number o f  c o n t r a c t s T o ta l P r i o r  to  1910 A f t e r  1910
Fixed Fee 70 50 20
L i n e a r 48 27 21
Budget  Based 49 8 41
T o ta l 167 j 85 82
TABLE 6
S ource :  OGD 9 1 / 8 ,  56 ,  269 ,  2 7 0 ,  271,  277.  Taken from
E. J .  Walsh and R.E.  S t e w a r t ,  "Agency Theory 
and Management A c c oun t ing :  A Case Study  o f  an 
I n t e r n a t i o n a l  Company," p r e s e n t e d  a t  t h e  Ninth 
Annual  Congress  o f  t h e  European Account ing  
A s s o c i a t i o n ,  S tockholm ,  March, 1986.
T a b l e  6 d e m o n s t r a t e s  c l e a r l y  t h e  i n t r o d u c t i o n  o f  b u d g e t  
based  c o n t r a c t s  a f t e r  1910. P r i o r  t o  t h i s  d a t e  t h e  use o f  budget  
based  c o n t r a c t s  was e x t r e m e l y  haphaza rd .  The t e s t  o f  t h e  use of  
budget  based  c o n t r a c t s  used an I n t e r r u p t e d  t im e  s e r i e s  r e s e a r c h  
d e s i g n  t o  d e m o n s t r a t e  t h a t  t h e  d i s t r i b u t i o n  o f  t h e  o u t c o m e  
r e c e i v e d  by t h e  p r i n c i p a l  changed ,  f o l l o w i n g  th e  i n t r o d u c t i o n  o f  
budge t  based  c o n t r a c t s .
T he  t e s t  u s e d  i n f o r m a t i o n  o n  t h e  p r i n c i p a l ’ s  ( J a m e s  
F i n l a y ’s )  p r o f i t s  f o r  t h e  b r a n c h e s  a t  C a l c u t t a ,  Colombo and 
Bombay t o  c a l c u l a t e  t h e  change i n  t h e  d i s t r i b u t i o n  o f  i t s  p r o f i t s  
b e f o r e  and  a f t e r  1910.  The t e s t  w a s  a l s o  p e r f o r m e d  u s i n g  d a t a  
d e f l a t e d  by c o m m o d i t y  p r i c e  i n d i c e s  r e l e v a n t  to  James  F i n l a y ’s 
t r a d i n g  a c t i v i t i e s  i n  i t s  d i f f e r i n g  l o c a t i o n s .
The conclusion of both the tests was that the introduction
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o f  budget  ba sed  c o n t r a c t i n g  l e d  t o  an i n c r e a s e  i n  t h e  p r i n c i p a l ’s 
w e l f a r e  a t  t h e  Colombo and C a l c u t t a  b ranches .  However, a t  Bombay 
t h e  e a r n i n g s  f a i l e d  t o  improve .  One e x p l a n a t i o n  f o r  t h i s ,  t h a t  
was e x p l o r e d  i n  t h e  s tu d y ,  was t h e  a t t a i n a b i l i t y  o f  t h e  budgeted 
f i g u r e .  I t  was  f o u n d  t h a t  t h e  p r o b a b i l i t y  o f  a t t a i n i n g  t h e  
b u d g e t  was  l o w e r  a t  Bombay t h a n  a t  C a l c u t t a  o r  Colombo.  T h i s  
s u g g e s t e d  t h a t  m a n a g e r s  a t  Bombay f e l t  t h e y  w e r e  u n l i k e l y  t o  
exceed  t h e  budgeted l e v e l .
I n  s u m m a ry ,  t h e  s t u d y ,  among o t h e r  t h i n g s ,  c o n c l u d e d  t h a t  
ou tcome r e l a t e d  c o n t r a c t s  were  more l i k e l y  t o  o c c u r  i n  s i t u a t i o n s  
w h e r e  i t  was  c o s t l y  t o  o b s e r v e  t h e  r e a l i s e d  s t a t e  v a r i a b l e  and 
t h e  e f f o r t  o f  t h e  a ge n t .  I n  a d d i t i o n ,  i t  was found  t h a t  outcome 
r e l a t e d  c o n t r a c t s  w e r e  u n l i k e l y  t o  be u s e d  w h e r e  i t  was l e s s  
c o s t l y  t o  m o n i t o r  t h e  s t a t e  v a r i a b l e  a nd  t h e  a g e n t ’s  e f f o r t .  
A l s o ,  i t  w as  f o u n d  t h a t  c o n t r a c t s  w o u l d  seem  t o  be a  d e v i c e  f o r  
d e c r e a s i n g  t h e  c o s t s  o f  i m p e r f e c t  i n f o r m a t i o n  a b o u t  t h e  manager’s 
a b i l i t y .  The s t u d y  a l s o  s u g g e s t e d  t h a t  b u d g e t  b a s e d  c o n t r a c t s  
were s u p e r i o r  t o  l i n e a r  c o n t r a c t s  when a l l o w a n c e  f o r  budge ta ry  
t i g h t n e s s  was made.
6 .  Management Control
The e m p l o y m e n t  c o n t r a c t s  e m e r g e d  a s  a  m e t h o d  f o r  l o n g  
d i s t a n c e  c o n t r o l .  The a g e n c y  t h e o r y  p e r s p e c t i v e  o u t l i n e d ,  
h i g h l i g h t s  t h e  prob lem o f  s h i r k i n g  and t h e  i s s u e s  o f  c o n t r o l  and 
m o t i v a t i o n .  The a g e n c y  m o d e l  f o c u s e s  o n  how p r i n c i p a l s  and  
a g e n t s  r e s p o n d  t o  i n c e n t i v e s .  The model  p r e s u m e s  t h a t  a g r e a t  
d e a l  o f  b e h a v i o u r  can  be i n d u c e d  and  a t t r i b u t e d  t o  o v e r r i d i n g  
r e p o n s e s  i n  t h e  n e g o t i a t e d  i n v e n t i v e  schemes (Young, 1985).
Y e t ,  F i n l a y ’s  d i d  n o t  r e l y  o n l y  on t h e  t y p e  o f  e m p l o y m e n t
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c o n t r a c t s  a s  t h e  s o l e  m e t h o d  o f  l o n g  d i s t a n c e  c o n t r o l .  An 
I m p o r t a n t  a s p e c t  a b o u t  t h e  c o n t r a c t i n g  a n d  t h e  i n f o r m a t i o n  
d e v i c e s ,  was t h a t  t h e y  p r o v id e d  a  s t r u c t u r e  w i t h i n  which t o  send 
employees  o v e r s e a s  -  a s t r u c t u r e  which c r e a t e d  an e nve lope  w i t h i n  
which s u r v e i l l a n c e  cou ld  be e x e r c i s e d  ove r  t h e  employees.
The company s e l e c t e d  t h e i r  e m p l o y e e s  v e r y  c a r e f u l l y  and 
a p p o i n t e d  e a c h  e m p l o y e e  t o  a f o u r  y e a r  c o n t r a c t  i n  G la sgow  and  
t h e n  t h e  employee  g e n e r a l l y  r e c e i v e d  two f i v e  y e a r  s t a n d a r d  te rm  
c o n t r a c t s  o v e r s e a s .  The e t h o s  o f  t h e  o r g a n i s a t i o n  was  v e r y  
s i m i l a r  t o  t h e  o r g a n i s a t i o n  o f  t h e  m i l i t a r y .  E m p l o y e e s  f i r s t  
h i r e d  i n  t h e  o r g a n i s a t i o n  be c am e  " d r i l l e d "  i n  t h e  company  
p r o c e d u r e s  and e t h o s  a t  t h e  head o f f i c e  ( s e e  Mooney, 1954). The 
employees  were  e x t e n s i v e l y  q u e s t i o n e d  on f a m i l y  b a c k g r o u n d  and  
t h e i r  f a m i l y ’ s  p o s i t i o n  i n  s o c i e t y .
An e m p l o y e e  a t  t h e  h e a d  o f f i c e ,  J .  T. J e n k i n s ,  r e c o u n t e d  i n  
1952 t h e  d i s s i m i l a r  n a t u r e  o f  two i n t e r v i e w s  he  h a d ,  when  he  
s o u g h t  e m p l o y m e n t  i n  1899 .  The f i r s t  i n t e r v i e w  w i t h  t h e  Roya l  
Mail  S team P a c k e t  Company, was "somewhat  p e r f u n c t o r y  and o f fh a n d ,  
a n d  I  am n o t  now s u p r i s e d ,  l o o k i n g  t o  t h e  f a c t  t h a t  t h e  
e m o l u m e n t s  f o r  t h e  f i r s t  t h r e e  y e a r s  w e r e  £ 1 0 ,  £15 ,  £20"
( J e n k i n s ,  q u o t e d  i n  B r o g a n ,  1952 ,  p.  2 5 5 ) .  On t h e  o t h e r  h a n d ,  
James  F i n l a y ,  who were o f f e r i n g  t h e  same money, i n t e r v i e w e d  him 
i n  a f a r  more r i g o r o u s  and s e a r c h i n g  manner.  J e n k i n s  s t a t e d :
"My f i r s t  c o n t a c t  w a s  w i t h  Mr. R. H. 
S i n c l a i r ,  who,  e v e n  t h e n ,  I  s e n s e d ,  made up 
f o r  h i s  l a c k  o f  s t a t u r e  by w h a t  a p p e a r e d  t o  
me,  a s  an  e x c e s s i v e  d e g r e e  o f  V i c t o r i a n  
d i g n i t y .  I  had ove r  an hour  t o  w a i t  b e f o r e  he 
was  f r e e  t o  s e e  me, t h e n  t h e  o r d e a l  b e g a n .  
His  q u e s t i o n s  covered  f a t h e r ,  m o the r ,  f a m i l y ,  
c h u r c h  c o n n e c t i o n ,  and s c h o o l ,  -  e m b r a c i n g  
p r i z e s ,  c e r t i f i c a t e s ,  b u r s a r i e s ,  s c h o l a r s h i p s ,  
e t c .  T h e n  h e  t r i e d  me o u t  i n  m e n t a l  
a r i t h m e t i c ,  a t  which  I  imag in ed  m y se l f  r a t h e r  
p r o f i c i e n t .  448 y a r d s  a t  2 3/4d.  p e r  ya rd ,  or
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so m e th in g  l i k e  t h a t .  While  I  was s t r u g g l i n g  
w i t h  t h i s  prob lem Mr. S i n c l a i r  s t a r e d  a t  me i n  
a p i e r c i n g  g i m l e t  way th rough  h i s  t h i c k - l e n s e d  
s p e c t a c l e s .  I  found t h i s  r a t h e r  d i s c o n c e r t i n g ,  
and  I  h a d  g r e a t  d i f f i c u l t y  i n  c o n c e n t r a t i n g .  
Much t o  my r e l i e f  a boy tapped  a t  t h e  door  and 
announced t h a t  S i r  John Muir w ished  to  s e e  my 
i n q u i s i t o r .  As s o o n  a s  he  h a d  gone ,  w i t h  t h e  
a s s i s t a n c e  o f  pa pe r  and p e n c i l  I  soon had t h e  
c o r r e c t  a n s w e r .  I  a w a i t e d  Mr. S i n c l a i r ’ s  
r e t u r n  w i t h  c o n f i d e n c e  and a c e r t a i n  deg ree  o f  
c o m p o s u r e ,  b u t  when h e  came ba c k ,  a f t e r  some 
t w e n t y  m i n u t e s ,  he  h a d  c o m p l e t e l y  f o r g o t t e n  
t h e  p r o b l e m  h e  ha d  s e t  me, and  p r o p o u n d e d  a 
f r e s h  one ,  so t h a t  my s u b t e r f u g e  proved  o f  no 
a v a i l .
I  d i d  n o t  r e a l i s e  t h a t  t h e  e x a m i n a t i o n  
conduc ted  by Mr. S i n c l a i r ,  whom, i n c i d e n t a l l y ,  
I  came e v e n t u a l l y  t o  r e s p e c t  v e r y  h i g h l y ,  was 
m e r e l y  my ’p r e l i m i n a r y ’ and  t h a t  I  h a d  s t i l l  
t o  s i t  my ’ f i n a l ’ c o n d u c t e d  by S i r  J o h n  M u i r .  
Had t h e  e m o l u m e n t s  a l r e a d y  m e n t i o n e d  b e e n  
t w e n t y  t i m e s  g r e a t e r  S i r  J o h n ’s  e x a m i n a t i o n  
c o u l d  n o t  h a v e  b e e n  m o re  m e t i c u l o u s  and  
s e a r c h i n g .  As t o  my f a m i l y  h e  w e n t  o v e r  t h e  
ground a l r e a d y  covered  by Mr. S i n c l a i r  and ,  a s  
I  was  t h e  y o u n g e s t  o f  t w e l v e ,  t h i s  n a t u r a l l y  
t o o k  some t im e .  When he came t o  ray s c h o o l i n g ,  
h i s  q u e s t i o n s  seemed i n t e r m i n a b l e .  How many 
b o o k s  o f  E u c l i d  h a d  I  m a s t e r e d ?  Could I  do 
q u a d r a t i c  e q u a t i o n s ?  Had I  r e a d  i n t e r  a l i a ,  
V i r g i l ,  C i c e r o  a nd  Ovid?  At l o n g  l a s t  I  
heaved  a s ig h  o f  r e l i e f  when I  was handed back 
t o  Mr. S i n c l a i r ,  who t o l d  me I  c o u l d  t a k e  up 
my d u t i e s  on t h e  f o l l o w i n g  Monday. I t  was t h e  
m i d d l e  o f  A u g u s t  1899 a n d  Mr. S i n c l a i r  w as  
c a r e f u l  t o  p o i n t  o u t  t o  me t h a t  my s a l a r y  
would r e m a i n  a t  t h e  r a t e  o f  £10 p e r  annum f o r  
16 1 /2  m o n t h s  i . e .  u n t i l  t h e  1 s t  J a n u a r y ,  
1 9 0 1 " ( J .  J e n k i n s ,  q u o t e d  i n  B r o g a n ,  1952 ,  pp .  
2 5 5 -2 5 6 ) .
O f ten  i n  t h e  employee  r e c o r d s  i t  would be no ted  w he the r  the  
employee’s  f a t h e r  was i n  t h e  army,  church m i n i s t r y  o r  one o f  t h e  
p r o f e s s i o n s .  A l s o  l i s t e d  w o u l d  be t h e  o c c u p a t i o n s  o f  a l l  
p r o s p e c t i v e  employee’s b r o t h e r s  and s i s t e r s  ( see  UGD 91/56 /269) .
J e n k i n s  f u r t h e r  n o t e d  t h e  comment  o f  a J o i n t  M anag ing  
D i r e c t o r  o f  a l a r g e  s h i p p i n g  concern who s t a t e d  ". . . .on more than  
one  o c c a s i o n  t h a t  he  owes  h i s  s u c c e s s  a s  a b u s i n e s s  man 
p r i n c i p a l l y  t o  t h e  e a r l y  and  s t r e n u o u s  t r a i n i n g  and  d i s c i p l i n e
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w h i c h  he  u n d e r w e n t  i n  F i n l a y s "  ( 1 9 5 2 ,  p.  2 5 6 ) .  On a n o t h e r  
o c c a s i o n .  S i r  John s t r e s s e d  t h e  i m p o r t a n c e  i n  b u s i n e s s  o f  "be ing  
a b l e  t o  f o r m  a c o r r e c t  e s t i m a t e  o f  a man’s c h a r a c t e r "  ( C a l c u t t a  
Management M inu te s ,  21 F e b r u a r y  1985, UGD 91/110)
O r g a n i s a t i o n  i n d o c t r i n a t i o n  o f  t h e  employees ,  a lo n g  w i t h  t h e  
s t r u c t u r e  o f  t h e  c o n t r a c t s  and  i n f o r m a t i o n  f l o w s ,  b e c a m e  t h e  
methods o f  l o n g  d i s t a n c e  c o n t r o l  i n  James F i n l a y  ( se e  Law 1986). 
Such t e c h n i q u e s  a l s o  h e lp e d  t h e  Muir  f a m i l y  m a i n t a i n  and e x e r c i s e  
t i ^ i t  f a m i l y  c o n t r o l  over  t h e  b u s i n e s s .  The methods  p rov ide d  a 
s e t t i n g  i n  which  t h e  f i d e l i t y  o f  t h e  employee was encouraged  and 
t h e  t e m p t a t i o n  t o  s h i r k  o r  become a doub le  a g e n t  was l e s s e n e d .
S i r  J o h n  M u i r  made r e g u l a r  v i s i t s  t o  I n d i a  f r o m  t h e  1 8 7 O’s 
o n w a r d s  a n d  t h e r e b y  s o u g h t  t o  d i s s o l v e  t h e  i m p a c t  o f  t h e  
d i s t a n c e .  At a l l  t i m e s ,  he  a f f i r m e d  h i s  a u t o c r a t i c  s t y l e  o f  
management i n  t h e  f i r m .
Brogan s t a t e d  t h a t :
" S i r  John cou ld  be f o r m i d a b l e  when ro u se d ,  
and n o t h i n g  was c a l c u l a t e d  t o  d i s t u r b  him more 
t h a n  c a r e l e s s  w o r k  o f  any k i n d .  At any  t i m e  
he  m ig h t  i n v e s t i g a t e  t h e  work o f  a  b ranch  and 
e x a m i n e  w i t h  m e t i c u l o u s  c a r e  some m a t t e r ,  
p o s s i b l y  n o t  s u p r e m e l y  i m p o r t a n t  i n  i t s e l f ,  
a n d  d e l i v e r  h i s  v e r d i c t  w i t h  u n s p a r i n g  
j u s t i c e .  Even men o f  h i g h  s t a n d i n g  a nd  l o n g  
and  t r i e d  s e r v i c e  i n  t h e  f i r m  d i d  n o t  c o u r t  
h i s  c r i t i c i s m  n o r  r e l i s h  i t  when  i t  came" 
(1951 ,  p .  4 8 ) .
One s u c h  o c c a s i o n  was  when S i r  J o h n  c e n s u r e d  Mr. A r t h u r  i n  
1895 a bou t  h i s  t a r d y  management  o f  f o r e i g n  exchange r i s k s  a t  t h e  
C a l c u t t a  branch.  He t h e n  to o k  t h e  t i m e  t o  s p e l l  o u t  what  e x a c t l y  
h e  e x p e c t e d  f r o m  h i s  e m p l o y e e s .  He s t a t e d  t o  t h e  C a l c u t t a  
management  m ee t in g :
" . . . . t h a t  w h e t h e r  h e  w a s  i n  I n d i a  o r  
e l s e w h e r e ,  he was a lw a ys  t o  be r e g a rd e d  a s  t h e
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S e n i o r  m a n a g i n g  p a r t n e r  o f  J a m e s  F i n l a y  and  
Co.,  and o f  F i n l a y  M u i r  and  Co.,  and  t h a t  
e v e ry  t h i n g  i n  c o n n e c t io n  w i t h  t h e  b u s i n e s s  o f  
t h e  C a l c u t t a  and  Colombo f i r m s  was  t o  be 
conduc ted  e x a c t l y  a s  t h e  managers  b e l i e v e ,  he 
w o u l d  w i s h  t o  h a v e  i t  d o n e ,  i f  p e r s o n a l l y  
p r e s e n t  w i t h  a l l  t h e  f a c t s  c l e a r l y  b e f o r e  him. 
He r e m i n d e d  t h e  M a n a g e r s  t h a t  t h e y  w e r e  
T r u s t e e s  f o r  James  F i n l a y  and Co. and must  be 
c a r e f u l  t h a t  t h e  funds  e n t r u s t e d  t o  them were 
o n l y  a p p l i e d  t o  s u c h  p u r p o s e s  a s  t h e i r  
P r i n c i p a l s  w o u ld  a p p r o v e  o f . . . . T h e  C h a i r m a n  
r e q u e s t e d  t h a t  each manager  s h o u ld  be c a r e f u l  
i n  r e g a r d  t o  s p e n d i n g  t h e  f u n d s  o f  J .  F. & Co. 
a s  i f  e a c h  r u p e e  came o u t  o f  h i s  own p o c k e t  
a n d  w e r e  m o r e  c a r e f u l ,  b e c a u s e  h e  w a s  
i n t r o m i t t i n g  w i t h  t h e  f u n d s  o f  a b s e n t  
p r i n c i p a l s  f o r  whom he was a c t i n g  a s  t r u s t e e  
( C a l c u t t a  Management M i n u t e s ,  20 A p r i l  1895,  
UGD 9 1 / 1 1 0 ) .
T h i s ,  S i r  J o h n  s a i d ,  he  t o l d  m a n a g e r s  f r e q u e n t l y ,  b o t h  
i n d i v i d u a l l y  and c o l l e c t i v e l y .  M a n a g e r s  w e r e  d r i l l e d  w i t h  t h e  
i d e a  t h a t  th e y  were t r u s t e e s .  On a n o t h e r  o c c a s i o n ,  he r e f e r r e d  
t o  Mr. W. S t e e l ,  t h e  f o u n d e r  o f  W e b s t e r  S t e e l ,  a n o t h e r  m e r c h a n t  
company, and a t t r i b u t e d  h i s  s u c c e s s  t o :
" . . . . h i s  c l o s e  p e r s o n a l  a t t e n t i o n  a n d  
s e a r c h i n g  s u p e r v i s i o n  o f  e v e r y  d e t a i l ,  and  
s t a t e d  t h a t  a f t e r  Mr. S t e e l  ha d  e s t a b l i s h e d  
h i s  own b u s i n e s s  on a  s a t i s f a c t o r y  f o o t i n g  i n  
Rangoon ,  and  h a d  m ana ge d  i t  v e r y  a b l y  f o r  
s e v e r a l  y e a r s ,  he came home t o  spend a  t e r m  i n  
London where he r e c e i v e d  a weekly  d i a r y  from 
each Manager  and a s s i s t a n t s  i n  Rangoon, and so 
was a b l e  t o  keep i n  c l o s e  touch  w i t h  a l l  t h a t  
w e n t  on. He ( S i r  J o h n )  r e p e a t e d  t h a t  i t  was  
t h i s  c l o s e  a t t e n t i o n  t o  d e t a i l  a n d  
t h o r o u g h n e s s  i n  e v e r y  r e s p e c t  c o u p l e d  w i t h  
p e r s e v e r a n c e  a nd  s e l f - d e n i a l  t h a t  had  made 
Mr. S t e e l  s u c h  a s u c c e s s f u l  b u s i n e s s m a n ,  and 
h e  was  m o s t  d e s i r o u s  t h a t  e v e r y  m a n a g e r  and  
a s s i s t a n t  o f  F i n l a y  M u i r  and  Co. s h o u l d  a c t  
s i m i l a r l y " ( C a l c u t t a  M a nage m en t  M i n u t e s ,  21 
F e b rua ry  1895, UGD 9 1 / 1 1 0 ) .
T h i s  a t t e n t i o n  t o  d e t a i l  and  t h e  d e s i r e  " t o  ke e p  i n  c l o s e  
t o u c h  w i t h  w h a t  was g o i n g  on" was b e h i n d  t h e  s e t t i n g  up o f  t h e  
a c c o u n t i n g  p r a c t i c e s  a t  t h e  b ranches .  At C a l c u t t a ,  t h e  employees
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t h e r e  I n  1875, c om pla ined  abou t  t h e  d e t a i l e d  a c c o u n t in g  r e t u r n s  
t h e y  h a d  t o  s e n d  t o  t h e  h e a d  o f f i c e .  A l e t t e r  f r o m  C a l c u t t a  t o  
Glasgow i n  1875 had t h e  f o l l o w i n g  p a ra g r a p h :
" I n  c o n c l u s i o n  p e r m i t  us t o  s t a t e  t h a t ,  
w h i l s t  we s h a l l  o f  c o u r s e ,  c a r r y  o u t  any  
i n s t r u c t i o n s  which you send,  we c o n s i d e r  t h a t  
i t  i s  t o  y o u r  own i n t e r e s t s  t o  h a v e  a t o t a l l y  
d i f f e r e n t  sys tem  o f  a c c o u n t in g  i n  d e a l i n g  w i t h  
C a l c u t t a .  At p r e s e n t  you  r e a l l y  c a n n o t  s a y  
wha t  i s  t h e  v a l u e  o f  t h i s  Branch and we do not  
a n t i c i p a t e  t h a t  you w i l l  eve r  be a b l e  t o  do so 
u n t i l  t h e  c o m p l i c a t e d  sys te m  o f  r e t u r n s  which 
s u b s i s t s  i s  s w e p t  a w a y "  ( C a l c u t t a  
Correspondence ,  21 June 1895, UGD 91/141) .
I t  a p p e a r s  t h a t  t h e  e m p l o y e e s  a t  t h e  b r a n c h  f a i l e d  t o  
u n d e r s t a n d  t h a t  t h e  a c c o u n t i n g  p r a c t i c e s  t h a t  emerged were  no t  
n e c e s s a r i l y  p u t  i n  p l a c e  t o  o b t a i n  t h e  " v a l u e "  o f  t h e  b r a n c h .  
R a t h e r ,  t h e  a c c o u n t i n g  p r a c t i c e s  h a d  t h e  p r i m e  m o t i v e  o f  
r e n d e r i n g  t h e  b r a n c h  v i s i b l e  t o  t h e  h e a d  o f f i c e .  I f  e a c h  
e m p l o y e e  was  v i e w e d  a s  a  t r u s t e e ,  t h e n  an  a c c o u n t a b i l i t y  
mechanism had t o  be p u t  i n  p l a c e  t o  e n a b le  t h e i r  t r u s t e e s h i p  t o  
be e v a l u a t e d .  G iv e n  t h e  d i f f i c u l t i e s  and p o t e n t i a l  d a n g e r  o f  
t r u s t  o v e r  a  d i s t a n c e ,  t h e  h e a d  o f f i c e  h o p e d  t h a t  s u c h  d e t a i l e d  
a c c o u n t i n g  r e q u i r e m e n t s  would s e v e r e l y  c o n s t r a i n  t h e  p o s s i b i l i t y  
o f  d e c e i t  ( R o b e r t s  and S c a pe ns ,  1985, p .  4 53 ) .
D ur ing  t h e  1 880’s  a t  t h e  C a l c u t t a  b ranch ,  t h e  a c c o u n t s  were 
d i v i d e d  up i n t o  t h e  d i f f e r e n t  a s p e c t s  o f  t h e  b u s i n e s s .  The 
em ergence  o f  d e p a r t m e n t a l  a c c o u n t s  h e lp e d  t o  f a c i l i t a t e  c o n t r o l .  
D e p a r tm e n t a l  a c c o u n t s ,  where a p p r o p r i a t e ,  became a  f e a t u r e  o f  a l l  
t h e  b r a n c h e s .  At C a l c u t t a  t h e  a c c o u n t s ,  f o r  e v e r y  s i x  m on th  
p e r i o d  f rom  1885 t o  1895, f e l l  behind  t o  t h e  s t a g e  where i n  1894, 
t h e  1891 a c c o u n t s  had  j u s t  b e e n  c o m p le te d  ( C a l c u t t a  Management 
M i n u t e s ,  5 March  1895,  UGD 9 1 / 1 1 0 ) .  The p r o b l e m  a p p e a r e d  t o  
s t a r t  i n  1885 w i t h  t h e  London branch d i s p u t i n g  t h e  a l l o c a t i o n  o f
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l o s s e s  on j u t e  s h i p m e n t s  i n  1884 .  Then  t h e r e  was  a d e l a y  i n  
r e c e i v i n g  from Glasgow, e n t r i e s  r e q u i r e d  from them f o r  each s i x  
m o n t h l y  a c c o u n t s  p r e p a r a t i o n .  I t  was  n o t  u n t i l  188? t h a t  t h e  
1885 a c c o u n t s  w e r e  s e n t  t o  G la s g o w .  The C a l c u t t a  b r a n c h  
r e p u d i a t e d  a l l  r e s p o n s i b i l i t y  f o r  t h e  s t a t e  o f  t h e  a c co u n t s .  I n  
M a rc h ,  1889 C a l c u t t a  c a b l e d  Glasgow s t a t i n g  " . . . . ru inous  r e p o r t s  
h a v e  b e e n  c i r c u l a t e d .  F i n l a y  M u i r  a n d  Co.’s  b o o k s  a r e  i n  
h o p e l e s s  a r r e a r s  i n v o l v i n g  s e r i o u s  c o m p l i c a t i o n s .  We r e p u d i a t e  
a l l  r e s p o n s i b i l i t y .  I m m e d i a t e  a c t i o n  m u s t  be t a k e n . "  G lasgow  
r e s p o n d e d  by s e n d i n g  c e r t a i n  e n t r i e s ,  w h i c h  m e a n t  t h e  1887 
a c c o u n t s  cou ld  be c o m p le te d  (Employee Memoirs ,  UGD 91/110) .
When Mr. W i l l i a m s o n  r e t i r e d  a s  Genera l  Manager f rom C a l c u t t a  
i n  1890, he s t a t e d  t o  t h e  i n co m in g  Manager,  Mr. Ar thu r :
" I n  c o n n e c t i o n  w i t h  o u r  Books  w h i c h  y o u  
t e l l  me you can  t a k e  no r e s p o n s i b i l i t y  f o r  i n  
t h e i r  p r e s e n t  u n a d j u s t e d  s t a t e  I  can o n ly  say 
t h a t  I  do n o t  b l a m e  y o u ,  and  a s  y o u  a r e  a w a r e  
I  am i n  no s e n s e  r e s p o n s i b l e  f o r  t h e i r  
c o n d i t i o n .  The f o l l y  o f  a l l o w i n g  them  t o  go 
s o  f a r  b e h i n d  i s  q u i t e  b e y o n d  my 
comprehens ion .  The a n x i e t y  r e g a r d i n g  them h a s  
b e e n  a  h e a v y  b u r d e n  on  me, b u t  h a v i n g  f a i l e d  
i n  my endeavour  t o  g e t  ou r  F r i e n d s  i n  Glasgow 
t o  r e c o g n i s e  t h e  p o s i t i o n  a nd  h a v e  i t  p u t  
r i g h t ,  my a im  h a s  b e e n  t o  l e t  t h e  u n c l o s e d  
a c c o u n t s  d r o p  f r o m  my mem ory"  ( C a l c u t t a  
M a n ag e m en t  I n s t r u c t i o n s ,  20 M arch  1890 ,  UGD 
9 1 / 1 0 9 / 3 ) .
The p r o c e s s  o f  g e t t i n g  t h e  C a l c u t t a  a c c o u n t s  f u l l y  up t o  
d a t e  was a l e n g t h y  one and d id  no t  occur  u n t i l  1895 a f t e r  a  v i s i t  
f r o m  S i r  J o h n  M u i r .  He was  a n x i o u s  t h a t  t h e  b o o k s  s h o u l d  be 
f u l l y  up t o  d a t e .  He g a v e  Mr. S c o t t ,  t h e  h e a d  o f  t h e  f i n a n c e  
d e p a r t m e n t ,  " t h e  a u t h o r i t y  t o  e n g a g e  f i v e  o r  s i x  a d d i t i o n a l  
c a p ab le  b ook -kee pe r s  w i t h  t h e  v iew  t o  h a v in g  th e  books p ro m p t ly  
b ro u g h t  up t o  d a te "  ( C a l c u t t a  Management Minu tes ,  20 A pr i l  1895,
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UGD 9 1 / 1 1 0 ) .  S i r  J o h n  t a b l e d  a  s p e c i f i c  t i m e t a b l e  f o r  t h e  
c o m p l e t i o n  o f  t h e  b o o k s  w h i c h  s t a t e d  t h a t  by t h e  20 J u n e  1895,  
t h e  1894 a c c o u n t s  had t o  be comple ted .
T h i s  l a c k  o f  t i m e l i n e s s  i n  t h e  c o m p l e t i o n  o f  t h e  a c c o u n t s  
w o u l d  i n d i c a t e  t h a t  t h e  a c c o u n t s  w e r e  n o t  r e a l l y  n e e d e d  f o r  
d e c i s i o n  m a k i n g  w i t h i n  t h e  b u s i n e s s .  I t  a l s o  m e a n t ,  h o w e v e r ,  
t h a t  t h e  c o n t r o l  a s p e c t  s u f f e r e d  f r o m  t h e  l a c k  o f  t i m e l i n e s s .  
A l t h o u g h  c o n c e r n e d ,  t h i s  d i d  n o t  d e t e r  S i r  J o h n  M u i r  when 
v i s i t i n g  t h e  C a l c u t t a  b ranch  i n  1895, t o  use t h e  I 89 I comple ted  
a c c o u n t s  f o r  a c c o u n t a b i l i t y  p u r p o s e s .  I n  e x a m i n i n g  t h e  I 8 9 I 
a c c o u n t s  he  s t a t e d  t h a t  h e  t o o k  an  u n f o r t u n a t e  v i e w  o f  Mr. 
B l a i r ’s management  o f  t h e  produce  d e p a r t m e n t ,  because  under  h i s  
c a r e  i t  h a d  made a l o s s  o f  Rs.  1 4 ,0 0 0 .  When Mr. B l a i r ’ s  s a l a r y  
was  a d d e d  t o  t h i s ,  t h e  l o s s  w a s  s i g n i f i c a n t  and ,  t h e r e f o r e .  S i r  
J o h n  h a d  q u e s t i o n e d  Mr. B l a i r  c l o s e l y  a n d  s e v e r e l y ,  r e q u e s t i n g  
f u l l  e x p l a n a t i o n s  f o r  t h e  l o s s .  Mr. B l a i r  had t o l d  S i r  John  t h a t  
h e  was  c e r t a i n  t h e  d e p a r t m e n t  h a d  made  a b o u t  Rs. 5 0 , 0 0 0  d u r i n g  
1891. S i r  John  had asked  Mr. B l a i r  t o  lo o k  i n t o  t h i s  m a t t e r  and 
t o  p r o v i d e  an  e x p l a n a t i o n  a s  t o  w h e r e  Rs. 6 4 , 0 0 0  (Rs.  50 ,0 0 0  
e s t i m a t e  p l u s  Rs. 14 ,0 0 0  l o s s  a s  r e p o r t e d )  h a d  d i s a p p e a r e d  t o .  
S i r  J o h n  s u g g e s t e d  t h a t  i t  m i g h t  be due  t o  some u n f o r t u n a t e  
f o r e i g n  exchange t r a n s a c t i o n  t h a t  had been charged  t o  Mr. B l a i r ’s 
d e p a r t m e n t .  He t h e n  s t a t e d  t h a t  i t  w a s  i m p o r t a n t  t h a t  " e a c h  
d e p a r t m e n t  s t a n d  on i t s  own l e g s ,  so  t h a t  J.  F. & Co. may c l e a r l y  
s e e  who a r e  d o i n g  w e l l  f o r  them  a nd  who a r e  n o t "  ( C a l c u t t a  
Management M inu te s ,  5 March 1895, UGD 91/110) .
To f u l f i l l  t h i s  aim f u r t h e r .  S i r  John r e q u e s t e d  t h a t  t h e :
" . . . . s y s t e m  o f  b o o k - k e e p i n g  be r e a d j u s t e d  so  
as  t o  show e x a c t l y  t h e  p r o f i t  o r  l o s s  made i n  
e a c h  d e p a r t m e n t  and  t h a t  an  E x c h a n g e  Book be 
k e p t  w h i c h  w o u l d  show a l l  t h e  f i x t u r e s  made
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a nd  t o  w h a t  p u r p o s e  t h e y  w e r e  I n t e n d e d  t o  be 
a p p l i e d ,  and i f  t h e y  w e r e  u s e d  f o r  any  t h i n g  
e l s e  t h a t  t h e y  w o u ld  h a v e  t o  be n o t e d ,  and  
t h a t  any p r o f i t  o r  l o s s  t h u s  made must  no t  be 
c h a n g e d  t o  t h e  t r a n s a c t i o n  t o  w h i c h  t h e  
exchange  was t r a n s f e r r e d "  ( C a l c u t t a  Management 
M inu te s ,  5 March 1895, UGD 9 1 / 1 1 0 ) .
S i r  J o h n  was  v e r y  c o n c e r n e d  when t h e  a c c o u n t i n g  p r a c t i c e s  
f a i l e d  t o  f a c i l i t a t e  t h e  c l o s e  c o n t r o l  a n d  s u p e r v i s i o n  he  
d e s i r e d .  At  one  s t a g e  h e  d i s c o v e r e d  t h a t  i n  1894 t h e  f i r m  had 
been p a y in g  t h e  income t a x  f o r  t h e  European and N a t iv e  a s s i s t a n t s  
s i n c e  i t s  i n t r o d u c t i o n  i n  1 886.  S i r  J o h n  s t a t e d  t h a t  t h i s  was 
done w i t h o u t  head  o f f i c e  c o n s en t  and t h a t  t h e  income t a x  charge  
h a d  b e e n  c o n c e a l e d  e a c h  y e a r  i n  t h e  " o f f i c e  e s t a b l i s h m e n t  
a c c o u n t . "  From t h i s  t i m e  on  t h e  C a l c u t t a  b r a n c h  h a d  w e e k l y  
m e e t i n g s  o f  t h e  b r a n c h  m a n a g e m e n t  a nd  s t a t e m e n t s  f o r  e a c h  
d e p a r t m e n t  o f  t h e  b u s i n e s s  were p r e s e n t e d  and d i s c u s s e d  ( C a l c u t t a  
Management  M inu te s ,  21 F e b rua ry  1895, UGD 91 /110) .
One one o c c a s i o n ,  t h e  s t r u c t u r e  o f  t h e  a c c o u n t i n g  documents ,  
t h e  e m p l o y m e n t  c o n t r a c t  d e v i c e s  and  i n d o c t r i n a t i o n  p r o c e d u r e s ,  
were  n o t  e n o u ^  t o  e n s u re  t h e  f i d e l i t y  o f  a  t e a  buy ing  employee,  
Mr. S c h u l t z .  I n  D ec e m be r  1893 ,  i t  was d i s c o v e r e d  t h a t  he  had  
b e e n  t r a d i n g  w i t h  F i n l a y  M u i r ’ s A u s t r a l i a n  a g e n t ,  D a l g e t y  and  
Company,  o n  h i s  own a c c o u n t .  I n  J a n u a r y  1 894,  Mr. S c h u l t z  l e f t  
C a l c u t t a  a n d  b o a r d e d  a s t e a m e r  a t  Bombay f o r  A u s t r a l i a .  Mr. 
P a r i s ,  t h e  o t h e r  t e a  b u y e r  f o r  t h e  C a l c u t t a  b r a n c h ,  w a s  
d i s p a t c h e d  I m m e d ia t e l y  f o r  Colombo where he was a b l e  t o  ca tc h  th e  
same s t e a m e r .  When i n  A u s t r a l i a ,  Mr. P a r i s  was a b l e  t o  keep the  
b u s i n e s s  i n  F i n l a y  M u i r ’s  h a n d s .  T h i s  i n c i d e n t  n a t u r a l l y  
t e r m i n a t e d  t h e  c o n n e c t io n  w i t h  Mr. S c h u l t z .
Th i s  r e s u l t e d  i n  f u r t h e r  e x p l i c i t  i n s t r u c t i o n s  f o r  the  t e a  
buy ing  d e p a r t m e n t .  S p e c i f i c a l l y ,  no buying o p e r a t i o n s  were to  be
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e n t e r e d  i n t o  w i t h o u t  t h e  s a n c t i o n  o f  F i n l a y  M u i r  (E m p lo y e e  
Memoirs ,  UGD 91/141) .
The o t h e r  a s p e c t  o f  c o n t r o l l i n g  t h e  b u s i n e s s  a t  a d i s t a n c e  
was ,  a s  a l r e a d y  m en t ione d ,  t h e  p r e s e n c e  o f  t h e  f a m i l y  and t r u s t e d  
s e n i o r  m a n a g e r s  a t  t h e  o v e r s e a s  b r a n c h e s .  The M u i r  f a m i l y ’ s 
p r e s e n c e  ab ro a d  p r o v id e d  James  F i n l a y  w i t h  a  n e tw o rk  o f  t r u s t e d  
a n d  l o y a l  m a n a g e r s  e s p e c i a l l y  S i r  J o h n ’s  t h r e e  s o n s ,  A. K. , J .  F. 
a n d  M. W. M u i r .  H i s  s o n s ,  i n  a n  a l m o s t  v i c a r i o u s  w a y ,  
r e p r e s e n t e d  t h e  p r e s e n c e  o f  t h e i r  f a t h e r  a b r o a d  a n d ,  t h u s ,  h i s  
a u t o c r a t i c  s t y l e  o f  l e a d e r s h i p  w i t h i n  t h e  f i r m .  Th is  l o y a l t y  o f  
k i n s h i p  a l s o  e x te n d e d  t o  l o y a l  managers ,  such as  A. M. Brown and 
R. H. S i n c l a i r ,
The a c c o u n t i n g  p r a c t i c e s  e m e r g e d  a s  an  i m p o r t a n t  p a r t  o f  
t h e  c o n t r o l  p r o c e s s  o v e r  t h e  e m p l o y e e s  o f  t h e  F i n l a y  b r a n c h e s ,  
e s p e c i a l l y  t h o s e  o p e r a t i n g  a t  a  d i s t a n c e .  R o b e r t s  and  S c a p e n s  
s u g g e s t  t h a t  t h e  s a l i e n t  f e a t u r e  o f  a c c o u n t a b i l i t y  a c r o s s  
d i s t a n c e  i s  t h e  r e l a t i v e  a b s e n s e  o f  t h e  m u t u a l l y  k n o w n  
c i r c u m s t a n c e s  t h a t  have g iv e n  r i s e  t o  t h e  a c c o u n t i n g  i n f o r m a t i o n .  
" C o n s e q u e n t l y ,  w i t h  d i s t a n c e  t h e  r e l a t i v e  i m p o r t a n c e  o f  
a c c o u n t i n g  i n f o r m a t i o n  i n c r e a s e s  s i n c e  i t  becomes t h e  p r i n c i p a l ,  
i f  n o t  e x c l u s i v e ,  b e a r e r  o f  k n o w l e d g e "  (1 9 8 5 ,  p. 4 51 ) .  The 
a c c o u n t i n g  documents ,  a lo n g  w i t h  t h e  employment  c o n t r a c t  d e v ic e ,  
p r o v i d e d  an  e n v e l o p e  w i t h i n  w h i c h  t o  s e n d  e m p l o y e e s  t o  t h e i r  
b r anches .  The s u c c e s s  o f  t h e s e  t e c h n i q u e s  were enhanced by t h e  
employees  be ing  " v e t t e d  and d r i l l e d . "
D e p a r t m e n t a l  a c c o u n t i n g  a t  C a l c u t t a  f a c i l i t a t e d  t h e  
a l l o c a t i o n  o f  c o n t r o l l a b l e  i t e m s  t o  e n a b le  a  c o r r e c t  a s se s s m e n t  
o f  e a c h  d e p a r t m e n t ,  e s p e c i a l l y  d e p a r t m e n t a l  m a n a g e r s .  The 
d e c i s i o n  m a k i n g  r o l e  o f  a c c o u n t i n g  d o e s  n o t  seem t o  ha v e  be e n  
i m p o r t a n t  a t  a l l .  R a th e r ,  a c c o u n t i n g  p ro v id e d  an a s se s s m e n t  o f
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t h e  t r u s t e e s h i p  o f  t h e  f i r m ’s  e m p l o y e e s  a n d ,  a l o n g  w i t h  t h e  
employment  c o n t r a c t  and t h e  t r a i n i n g  and d i s c i p l i n e  p ro v id e d  i n  
t h e  o r g a n i s a t i o n ,  a c c o u n t i n g  e m e r g e d  a s  a t e c h n i q u e  o f  l o n g  
d i s t a n c e  c o n t r o l ,  t o  e n s u r e  employee  f i d e l i t y .
7 .  A ccountants and th e  O rgan isa tion
a . A ccountants Employed by th e  Company
The f i r s t  q u a l i f i e d  a c c o u n t a n t s  t o  be e m p l o y e d  by 
J a m e s  F i n l a y  w e r e  f o r  t h e i r  o v e r s e a s  b r a n c h e s  a t  C a l c u t t a  and  
Colombo. J .  G a t h e r a l  was t h e  f i r s t  S c o t t i s h  c h a r t e r e d  a c c o u n t a n t  
t o  be e m p l o y e e d  a t  C a l c u t t a  i n  I 9 0 9 . He h a d  t r a i n e d  w i t h  T. A. 
C ra ig  and John  Mann and Son. He had r e p l a c e d  Mr. H. D ick inson  o f  
whom C a l c u t t a  w r o t e :  " W h i l e  we t h i n k  Mr. D i c k i n s o n  a  good 
a c c o u n t a n t  and r e l i a b l e  i n  t h e  m a t t e r  o f  f i g u r e s ,  we do no t  f i n d  
him j u s t  t h e  man we want  t o  t a k e  charge  o f  our  Books" (Employment 
R e c o r d s ,  1906 ,  UGD 9 1 / 5 6 ) .  G a t h e r a l  s e e m e d  t o  be j u s t  t h e  man 
t h e y  wanted.  He no t  on ly  was i n  charge  o f  t h e  books bu t  a l s o  was 
u s e d  a s  a  q u a s i - i n t e r n a l  a u d i t o r ,  a s  h e  v i s i t e d  c e r t a i n  "up 
c o u n t r y  s t a t i o n s "  and  made a s s e s s m e n t s  on  w h e t h e r  a  c e r t a i n  
c o m p a n y ’s  boo k s  w e r e  b e i n g  k e p t  on  " p r o p e r  l i n e s . "  I n  1920,  
G a t h e r a l  g o t  i n v o lv e d  i n  t h e  produce  d e p a r t m e n t ’s  b u s i n e s s  as  a 
s e n i o r  member o f  t h e  C a l c u t t a  s t a f f .  Then i n  1924, he was made a 
d i r e c t o r  o f  t h e  new p u b l i c  company and r e t u r n e d  t o  Glasgow (EC, 
UGD 9 1 / 5 6 ) .
J .  B l a i r ,  a l s o  a c h a r t e r e d  a c c o u n t a n t ,  t o o k  o v e r  f rom  
G a t h e r a l  i n  1924.  I t  w as  n o t e d  t h a t  h e  h a d  h a d  good  e x p e r i e n c e  
i n  a c co u n ta n cy  and a u d i t i n g ,  and p a r t i c u l a r l y  i n  h a n d l i n g  E a s t e r n  
r u b b e r  a c c o u n t s  (EC, 1924, UGD 9 1 / 2 6 9 ) .
, The o t h e r  branch who employed a  c h a r t e r e d  a c c o u n t a n t  was i n
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Colombo.  I n  1914,  t h e  b r a n c h  e m p l o y e d  R. D, M o r r i s o n .  The 
G la s g o w  h e a d  o f f i c e  r e q u e s t e d  t h a t  h e  s h o u l d  c a r r y  o u t  t h e  
f o l l o w i n g :
" (1 )  T h a t  a t h o r o u g h  c h e c k  o f  e v e r y  E s t a t e  
A c c o u n t  w i l l  be  m a d e  i m m e d i a t e l y  a f t e r  
s u b m i s s io n ,  t h a t  Vouchers s h a l l  be c a l l e d  f o r  
when c o n s i d e r e d  d e s i r a b l e ,  a n d  p o s s i b l y  
c e r t a i n  E s t a t e  Books.
(2)  T h a t  h a v i n g  s a t i s f i e d  h i m s e l f  on e v e r y  
p o i n t  i n  c o n n e c t io n  w i t h  t h e  Accounts  l o o k i n g  
a t  t h e  w h o l e  p o s i t i o n  f r o m  a C h a r t e r e d  
Accoun tan t ’s  p o i n t  o f  v iew ,  Mr. M o r r i so n  s h a l l  
i n i t i a l  t h e  Accounts  i n  t h a t  c a p a c i t y .
(3 )  T h a t  i n  any  c a s e  w h e r e  d o u b t s  e x i s t ,  o r  
w h e r e  t h e  s p e c i f i e d  s y s t e m  o f  A c c o u n t i n g  i s  
n o t  i n t e l l i g e n t l y  f o l l o w e d  by  a n y  
s u p e r i n t e n d e n t ,  Mr. M o r r i so n  w i l l  p ro ce e d  t o  
t h e  E s t a t e  and make m a t t e r s  p l a i n .
(4)  T h a t  h e  w i l l  p r e p a r e  r e g u l a r  s t a t e m e n t s  
e a c h  m on th  s h o w i n g  t h e  r e l a t i v e  p o s i t i o n  o f  
E x p e n d i tu r e ,  a t  such E s t a t e ,  t o  t h e  a u t h o r i s e d  
e s t i m a t e s .
(5)  T h a t  l a t e r  on,  i n s p e c t i o n  o f  A c c o u n t s  
s h a l l  be made on t h e  E s t a t e s .  I t  i s  d e s i r a b l e  
b e f o r e  m a k i n g  a  b e g i n n i n g  i n  t h i s  d i r e c t i o n  
t h a t :
( a )  Mr. M o r r i s o n  s h o u l d  h a v e  a  f u r t h e r  
e x p e r i e n c e  o f  E s t a t e  Accounts  g e n e r a l l y .
( b )  T h a t  t h o s e  s h o u l d ,  i n  t h e  f i r s t  
p l a c e ,  be w o r k e d  up t o  a s t a t e  o f  p e r f e c t i o n "  
( Job  I n s t r u c t i o n s ,  1914, UGD 9 1 / 2 6 9 ) .
The Colombo branch r e p o r t e d  back t o  Glasgow i n  1914 s t a t i n g ,  
" . . . ( h e )  i s  s h a p i n g  up w e l l ,  and when h e  r e c o g n i s e s  more  f u l l y  
t h e  n e e d  f o r  b l e n d i n g  t h e  p r o f e s s i o n a l  and  b u s i n e s s  m e t h o d s  i n  
d e a l i n g  w i t h  h i s  w o r k ,  we t h i n k  h e  s h o u l d  be q u i t e  a b l e  t o  t a k e  
c o m p l e t e  c h a r g e  o f  o u r  A c c o u n t s  D e p a r t m e n t  n e x t  y e a r ,  
m a i n t a i n i n g  t h e  h igh  s t a n d a r d  o f  work which he p r e s e n t l y  o b t a i n s "  
(EC, 1914 ,  UGD 9 1 / 2 6 9 ) .
M o r r i s o n  was  a l s o  u s e d  a s  a q u a s i - i n t e r n a l  a u d i t o r  a t  
Colombo, be ing  r e q u i r e d  t o  v i s i t  t e a  e s t a t e s  and comment on t h e i r
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a c c o u n t i n g  p r o c e d u r e s .  Account ing  f o r  t h e  t e a  e s t a t e s  seems t o  
have  become s t a n d a r d i s e d  by t h i s  t i m e  and t h e r e  was a comparison  
o f  a c t u a l  e x p e n d i t u r e  w i th  an e s t i m a t e d  amount .
The Colombo b r a n c h  a l s o  c o m m e n te d  on M o r r i s o n ’s need  t o  
b lend  more s a t i s f a c t o r i l y  " p r o f e s s i o n a l  and b u s i n e s s  methods" i n  
c a r r y i n g  o u t  h i s  work. There p o s s i b l y  was some c o n f l i c t  between  
h i s  p r o f e s s i o n a l  t r a i n i n g  g a i n e d  by o b t a i n i n g  t h e  c h a r t e r e d  
a c c o u n t a n t  q u a l i f i c a t i o n  and w ork ing  t h a t  p r o f e s s i o n a l  knowledge 
o u t  i n  a  com m erc ia l  s e t t i n g  i n  which  a c c o u n t in g  p r a c t i c e s  have t o  
be p e rh a p s  more f u n c t i o n a l .  1^
The use o f  c h a r t e r e d  a c c o u n t a n t s  i n  James  F i n l a y ,  as  e a r l y  
a s  t h e  1910’s ,  w as  n o t  t h e  norm a c r o s s  B r i t i s h  i n d u s t r y  a t  t h i s  
t i m e  ( Jo n e s ,  1981). But , w i t h  a c c o u n t i n g  b e ing  used i n c r e a s i n g l y  
a s  a c o n t r o l  d e v i c e  w i t h i n  t h e  o r g a n i s a t i o n ,  F i n l a y ’s saw t h e  
p o s s i b i l i t i e s  o f  u s in g  q u a l i f i e d  a c c o u n t a n t s  and t h e  a p p l i c a t i o n  
o f  a u d i t i n g  t e c h n i q u e s  t o  t h e  problem o f  i n t e r n a l  c o n t r o l .
I n  t h e  1900’s ,  James F i n l a y  s t a r t e d  t o  use e x t e r n a l  a u d i t o r s  
t o  examine  t h e i r  b r a n c h e s ’ o p e r a t i o n s .  A l e r t e d  t o  t h e  p o t e n t i a l  
o f  a u d i t i n g  a s  a  c o n t r o l  d e v ic e ,  t h e y  now i n t e r n a l i s e d  t h e  a u d i t  
f u n c t i o n  w i t h i n  t h e i r  b r a n c h e s  a t  C a l c u t t a  a nd  Colombo ( s e e  
A r m s t r o n g ,  1 9 85 ) .  1 5 T h i s  was  no d o u b t  a s s i s t e d  by t h e  use  o f  
q u a l i f i e d  a c c o u n t a n t s  a s  l e g i t i m i s i n g  t h i s  new a s p e c t  t o  c o n t r o l .
b. The Use o f  E xternal A uditors
When S i r  J o h n  M u i r  d i e d  on  t h e  6 t h  o f  A u g u s t  1903» 
t h e  t r u s t e e s  18 f o r  h i s  e s t a t e  i n t r o d u c e d  a u d i t o r s  t o  J a m e s  
F i n l a y ,  A l e x a n d e r  S l o a n  and  Company,  C h a r t e r e d  A c c o u n t a n t s  i n  
Glasgow, were a p p o in t e d  t h e  head o f f i c e  a u d i t o r s .  At L iv e rp o o l ,  
Lloyd Walker  and Company became th e  a u d i t o r s  and a t  London, W. B.
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P e a t  and Company were  a p p o in t e d  a u d i t o r s .
At t h e  o v e r s e a s  b r a n c h e s ,  n o t h i n g  i s  known o f  t h e  Rangoon 
s i t u a t i o n  and  a t  Colombo,  J .  D. F o r b e s  was  t h e  a u d i t o r .  N o t h i n g  
more i s  known from t h e  a v a i l a b l e  a r c h i v a l  m a t e r i a l  r e g a r d i n g  t h e  
a u d i t  a t  t h e s e  two b ran c h e s .  However, a t  C a l c u t t a ,  Lovelock and 
L e w i s  w e r e  a p p o i n t e d  and a t  Bombay,  A. F. F e r g u s o n  and Company 
were  a p p o in t e d .  All  t h e  a u d i t o r s  w e r e  p r o f e s s i o n a l l y  q u a l i f i e d  
e i t h e r  w i t h  t h e  S c o t t i s h  o r  E n g l i s h  I n s t i t u t e .
I t  a p p e a r s  t h a t  t h e  t r u s t e e s  i n i t i a l l y  i n t r o d u c e d  a u d i t o r s  
f o r  p r o b a t e  and f i d u c i a r y  r e a s o n s  (Corre spondence ,  27 September  
1905, UGD 91/ 266). The t r u s t e e s ,  however ,  soon  r e a l i s e d  t h a t  t h e  
a u d i t o r  cou ld  p r o v i d e  an e x t r a  "eye" on th e  o r g a n i s a t i o n .  James 
F i n l a y  knew t h e  p o t e n t i a l  o f  a u d i t o r s  f rom t h e i r  e x p e r i e n c e  w i t h  
them i n  t h e i r  i n v e s t m e n t  companies  (e.g.  s e e  t h e  Champdany J u t e  
Company L t d .  s t u d y ) .  A l s o  f a m i l y  c o n t r o l  was  l e s s e n e d  by S i r  
J o h n ’s  s i c k n e s s  and d e a t h ,  a s  b o t h  A. K. and  J .  F. M u i r  w e r e  
r e c a l l e d  t o  G la s g o w .  T h i s  l e f t  M. W. M u i r  o u t  i n  t h e  C a l c u t t a  
branch.  The Mui rs  may have se en  t h e  a u d i t ,  b a l a n c i n g  somewhat ,  
t h e  l e s s e n i n g  o f  f a m i l y  c o n t r o l  and p r e s e n c e  abroad .
At t h e  Bombay b r a n c h ,  t h e  h e a d  o f f i c e ,  a f t e r  r e c e i v i n g  t h e  
a u d i t  a t  3 1 s t  December 1903 and 30 th  June 1904, r e q u e s t e d  a more 
d e t a i l e d  a u d i t  t o  be c a r r i e d  o u t .  Mr. F e r g u s s o n  was  o f  t h e  
o p i n i o n  t h a t  t h e  p r e s e n t  a u d i t s  were s u f f i c i e n t ;  however ,  he was 
q u i t e  p r e p a r e d  t o  i n c r e a s e  t h e  a u d i t  s c o p e  f o r  a g r e a t e r  
r e m u n e r a t io n .  In  r e s p o n s e  t o  t h e  head o f f i c e  r e q u e s t ,  Ferguson,  
i n  h i s  a u d i t  r e p o r t  on t h e  h a l f  y e a r l y  a c c o u n t s  f o r  3 0 t h  J u n e  
1905, no ted  t h e  d e t a i l e d  work done i n  i m p l e m e n t i n g  t h e  a u d i t .  He 
s t a t e d  t h a t  he had examined t h e  day book, cash book, J o u rn a l ,  and 
ge n e ra l  and p r i v a t e  l e d g e r s .  The same work was done a t  Karachi .  
I n  t h e  a u d i t  f o r  t h e  n e x t  h a l f  y e a r  p e r i o d  e n d i n g  3 1 s t  December
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1905, Fe rguson s t a t e d  t h a t  t h e  a u d i t  work had been conducted  on 
th e  same l i n e s  as s e t  ou t  i n  t h e  a u d i t  r e p o r t  on t h e  30 June 1905 
a c c o u n t s  and t h a t  he d id  no t  t h i n k  i t  was a d v i s a b l e  o r  n e c e s s a r y  
t o  s p e c i a l l y  r e p o r t  on t h e  d e t a i l s  o f  t h e  work done. He d id  no t  
p r e p a r e  h i s  own s e t  o f  a c c o u n t s  o r  comment  i n  any  d e t a i l  on 
s p e c i f i c  i t e m s  i n  t h e  a c c o u n t s ,  e x c e p t  o c c a s i o n a l l y  he would make 
a comment on t h e  adequacy o f  l o s s  p r o v i s i o n s .
At C a l c u t t a ,  Lovelock  and Lewis  p e r fo rm e d  a  d e t a i l e d  a u d i t  
r i g h t  f rom t h e  s t a r t .  The b ranch  no ted  i n  t h e i r  comments on t h e  
3 1 s t  D e c e m b e r  1903 a c c o u n t s ,  t h a t  t h e  a u d i t o r s  i n  t h e i r  r e p o r t  
produced  a l i s t  o f  m i s s i n g  v ouc he rs .  Mr. G r ieg ,  t h e  head o f  t h e  
Cash and  B o o k k e e p i n g ,  w e n t  i n t o  a  d e t a i l e d  e x p l a n a t i o n  a b o u t  
where  t h e s e  vouche rs  had gone. G r ieg  a l s o  re sponde d  t o  s e v e r a l  
o t h e r  p o i n t s  made a bou t  i n t e r n a l  c o n t r o l  m a t t e r s  a t  t h e  b ranch ,  
i n c l u d i n g  a p o s s i b l e  d e f a l c a t i o n  by  a  n a t i v e  c l e r k  
(Cor re spondence ,  18 August 1904, UGD 91/193) .
Lovelock  and Lewis’s  a u d i t  r e p o r t  was v e ry  d e t a i l e d  and was 
p r e s e n t e d  a l o n g  w i t h  a  s e t  o f  a c c o u n t s  p r e p a r e d  by t h e m s e l v e s ,  
w i t h  d e t a i l e d  s c h e d u l e s  t o  b a c k  up p a r t i c u l a r  i t e m s  i n  t h e  
a c co u n t s .  T h e i r  r e p o r t  drew a t t e n t i o n  t o  p a r t i c u l a r  i t e m s  i n  t h e  
a c c o u n t s  s u c h  a s  s t o c k ,  a d v a n c e  a c c o u n t s ,  s u s p e n s e  a c c o u n t s ,  
d e p o s i t s  and  p r o v i s i o n s .  L o v e l o c k  and L e w i s  a l s o  r e p o r t e d  on 
g e n e r a l  i n t e r n a l  c o n t r o l  p r o c e d u r e s .  Fo r  e x a m p l e ,  i n  t h e i r  
r e p o r t  on t h e  3 1 s t  D e c e m b e r  1904 a c c o u n t s ,  t h e y  s t a t e d  t h a t  
" . . . . j o u r n a l  vouche rs  bo th  on s h e e t s  and i n  s u b s i d i a r y  books s e n t  
t o  t h e  Book D e p a r t m e n t  f o r  e n t e r i n g  up f r o m  t h e  v a r i o u s  
d e p a r t m e n t s  a r e  t o  a g r e a t  e x t e n t  w r i t t e n  up i n  p e n c i l  on ly  and 
i t  i s  v e r y  e x c e p t i o n a l  t o  f i n d  any o f  them  i n i t i a l l e d  o r  
a u t h o r i s e d  by European heads  o f  t h e  r e s p e c t i v e  d e p a r tm e n t s ;  t h i s
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s h o u ld  be rem edied"  (A u d i t  R e p o r t ,  3 August 1905, UGD 9 1 / 1 9 3 ) .
C a l c u t t a  w e r e  c o n c e r n e d  w i t h  t h e  w o r d i n g  o f  t h e  a u d i t o r ' s  
r e p o r t  and s u g g e s t e d  t h a t  t h e  w ord ing  may be c a l c u l a t e d  t o  l e a d  
James  F i n l a y  t o  t h e  c o n c l u s i o n  t h a t  t h e  p a s s i n g  o f  vouchers  was 
n o t  r e c e i v i n g  a d e q u a t e  s u p e r v i s i o n  f ro m  t h e  E u r o p e a n  s t a f f .  
C a l c u t t a  were a t  p a i n s  t o  p o i n t  ou t  t h a t  th e y  were p u r e l y  "book" 
e n t r i e s  and  h a d  n o t h i n g  t o  do w i t h  v o u c h e r s  a g a i n s t  w h i c h  c a s h  
payments  were made (Cor respondence ,  8 August  1905, UGD 91/193) .  
L o v e l o c k  a n d  L e w i s  a l s o  i n s t i g a t e d  new a c c o u n t i n g  r e c o r d s  a t  
t h e i r  f i r s t  a u d i t ;  t h e s e  i n c l u d e d  i n v o i c e  r e g i s t e r s  and accoun t  
s a l e s  r e g i s t e r s .  I n  t h e i r  1905 R e p o r t ,  t h e y  r e p o r t e d  t h a t  "by 
r e a s o n  o f  many improvements  which  have been made d u r in g  t h e  l a s t  
tw o  y e a r s  we a r e  b e t t e r  a b l e  t o  c o n d u c t  a c o n t i n u o u s  e f f e c t i v e  
a u d i t  t h a n  h e r e t o f o r e "  (Aud it  R epo r t ,  17 J u l y  1906, UGD 91 /193) .
L o v e l o c k  and  L e w i s  n o t e d  i n  t h e i r  1909 A u d i t  R e p o r t ,  t h a t  
t h e y  h a d  a t t e n d e d  t h e  C a l c u t t a  o f f i c e  e v e r y  b u s i n e s s  day  
t h r o u g h o u t  t h e  y e a r  and had examined a l l  cash t r a n s a c t i o n s .  Th is  
r e f l e c t e d  an i n c r e a s e  i n  t h e  concern  w i t h  cash and t h e  p o t e n t i a l  
f o r  d e f a l c a t i o n s .  They a l s o  no ted  t h a t  d e s p i t e  t h i s  y e a r  (1909) 
b e i n g  t h e  f i r s t  y e a r  a s  a  l i m i t e d  company ,  no c h a n g e  i n  a u d i t  
a p p r o a c h  o r  t h e  way t h e  a c c o u n t s  ha d  b e e n  d r a w n  up,  had  b e e n  
made. Love lock  and Lewis  o b v i o u s l y  had a b i g g e r  a u d i t  t h a n  A. F. 
F e r g u s o n  a t  Bombay. Y e t ,  L o v e l o c k  and  L e w i s  t o o k  t h e  a u d i t  
e x t r e m e l y  s e r i o u s l y  and  j u d g i n g  by t h e i r  r e p o r t s  t o  t h e  h e a d  
o f f i c e ,  t h e y  were more th o rough  t h a n  A. F. Ferguson.
I n  B r i t a i n ,  L o n d o n ' s  a u d i t o r s  t o o k  a s i m i l a r  a p p r o a c h  t o  
L o v e l o c k  a nd  L e w i s .  W. B. P e a t  and  Co., i n  t h e i r  r e p o r t ,  
p r e s e n t e d  t h e i r  own a c co u n t  c o n c e rn in g  t h e  branch.  They d id  not  
go i n t o  d e t a i l  on t h e  work done w i t h  r e s p e c t  t o  i n t e r n a l  c o n t r o l  
and p r o c e d u r e s ,  bu t  went  t h rough  the  b a la nc e  s h e e t  and p r o f i t  and
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l o s s ,  commenting on p a r t i c u l a r  i t e m s  (Aud i t  R epor t ,  UGD 91/202) .  
I n  t h e i r  a u d i t  r e p o r t  on t h e  a c c o u n t s  f o r  t h e  h a l f  y e a r  en d e d  
3 1 s t  December 1905, t h e y  s u g g e s t e d  t h a t  h a l f  t h e  a u d i t  f e e  s hou ld  
be  p a i d  by t h e  h e a d  o f f i c e ,  a s  a c h i e f  p a r t  o f  t h e  f i n a n c i a l  
t r a n s a c t i o n s  a u d i t e d  ha d  a r i s e n  on b e h a l f  o f  t h e  G lasgow f i r m  
(A ud i t  R e po r t ,  19 June 1906, UGD 91/202) .
The L i v e r p o o l  b r a n c h  a u d i t o r s  w e r e  L l o y d ,  W a lk e r  and  
Company.  They d i d  n o t  s e n d  a s e p a r a t e  a u d i t  r e p o r t  t o  t h e  h e a d  
o f f i c e ,  n o t i n g  t h e  a u d i t  w o r k  t h e y  h a d  done  o r  m a k i n g  any 
comments on i t e m s  i n  t h e  a c co u n t s .  R a the r  th e y  j u s t  no ted  on t h e  
a c c o u n t s  p r e p a r e d  by t h e  L i v e r p o o l  b r a n c h ,  t h a t  t h e y  h a d  b e e n  
" a u d i t e d  and found c o r r e c t "  ( L iv e r p o o l  Accounts ,  UGD 9 1 / 1 9 0 ) .
At t h e  h e a d  o f f i c e ,  A l e x a n d e r  S l o a n  and  Company w e r e  
a p p o i n t e d  a u d i t o r s .  They p r e s e n t e d  a v e r y  d e t a i l e d  r e p o r t  t o  
J a m e s  F i n l a y .  The c a s h  book  w a s  a u d i t e d  d a i l y  a nd  day books  
weekly.  Al l  j o u r n a l s  and l e d g e r s  were checked f o r  c o r r e c t n e s s  o f  
t h e  p o s t i n g s  and  a d d i t i o n s .  They p r e s e n t e d  t h e i r  own p r i n t e d  
a c c o u n t s  showing c o m p a r a t i v e  f i g u r e s  and commented i n  d e t a i l  on 
b a l a n c e  s h e e t  and p r o f i t  and l o s s  i t e m s .  They p r e s e n t e d  d e t a i l e d  
s c h e d u l e s  b a c k i n g  up c e r t a i n  i t e m s .  F o r  e x a m p l e ,  an a s s e t s  
f l u c t u a t i o n  a c c o u n t s  showed a l l  t h e  a p p r e c i a t i o n  and d e p r e c i a t i o n  
i n  t h e  c o m p a n y ' s  i n v e s t m e n t s  a t  e a c h  y e a r  end i n  m e t i c u l o u s  
d e t a i l .  A l e x a n d e r  S l o a n  a l s o  r e f e r r e d  t o  t h e  f a c t  t h a t  t h e  
b r a n c h  a c c o u n t s  ha d  b e e n  a u d i t e d  l o c a l l y .  A f t e r  t h e  company 
became a  l i m i t e d  l i a b i l i t y  company i n  1909, Alexander  Sloan  d id  
n o t  p r e s e n t  a s  d e t a i l e d  a r e p o r t  a s  t h e y  ha d  done  b e t w e e n  1903 
a nd  1908 . B e t w e e n  t h o s e  d a t e s  t h e  a u d i t  was m ore  t h a n  j u s t  an 
e x a m i n a t i o n  o f  i n t e r n a l  c o n t r o l  p r o c e d u r e s  and  a c c o u n t i n g  
p r a c t i c e s ;  i t  was a l s o  t h e  a u d i t o r  g i v i n g  adv ic e  t o  the  t r u s t e e s
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on I s s u e s  such a s  t h e  p rob le m s  o f  t r a n s f e r i n g  James F i n l a y  t o  a 
l i m i t e d  l i a b i l i t y  company. A f t e r  1909, t h e  a u d i t o r ’s  r e p o r t  was 
a s h o r t  s t a t e m e n t  a t t a c h e d  t o  t h e  s u m m a r i s e d  b a l a n c e  s h e e t  
p r e s e n t e d  a t  t h e  c om pany’s a n n u a l  g e n e r a l  m e e t i n g .  The r e p o r t  
w as  o n l y  on t h e  b a l a n c e  s h e e t  and i t  s t a t e d  t h a t  t h e  b a l a n c e  
s h e e t  was  d r a w n  up so  a s  t o  " e x h i b i t  a  t r u e  and  c o r r e c t  v i e w  o f  
t h e  s t a t e  o f  t h e  co m p a n y ’s a f f a i r s "  (Annua l  A c c o u n t s ,  UGD 
9 1 / 2 3 ) .
I t  a p p e a r s  t h a t  t h e  v a r i o u s  a u d i t o r s  f o r  t h e  b r a n c h e s  had  
d i f f e r i n g  p e r c e p t i o n s  on j u s t  w h a t  a n  a u d i t  was  a n d  w h a t  J a m e s  
F i n l a y  were  e x p e c t i n g  from an a u d i t .  The o v e r s e a s  b ran c h e s  had a 
g r e a t e r  c o n c e r n  f o r  i n t e r n a l  c o n t r o l  a s  w e l l  a s  m a t t e r s  i n  t h e  
a c c o u n t s ,  w h e r e a s  t h e  b r a n c h e s  i n  B r i t a i n  f o c u s e d  m o re  on  j u s t  
t h e  a c c o u n t s  t h e m s e l v e s .  The h e a d  o f f i c e ,  h o w e v e r ,  f o c u s e d  on 
bo th  t h e  i n t e r n a l  c o n t r o l  a s p e c t s  and t h e  a c c o u n t i n g  p r a c t i c e s ,  
and t h e  a u d i t o r  became a  key a d v i s o r  t o  t h e  t r u s t e e s  up t o  1909, 
when James F i n l a y  became a l i m i t e d  l i a b i l i t y  company.
The Bombay b r a n c h e s  d i d  n o t  s e e  t h e  b e n e f i t  i n  h a v i n g  an  
a u d i t  a t  a l l .  They s t a t e d :
" T h e s e  ( a u d i t )  c h a r g e s  seem t o  us  q u i t e  
o u t  o f  p r o p o r t i o n  t o  t h e  b e n e f i t  o b t a i n e d  a s  
i n  o u r  o p i n i o n  an  a u d i t  s u c h  a s  i s  m ade ,  by 
c o m p a r i n g  s l i p s  i n i t i a l l e d  by one  o f  t h e  
E u r o p e a n s  i n  o u r  o f f i c e ,  w o u ld  n o t  r e s u l t  i n  
t h e  d e t e c t i o n  o f  a n y t h i n g  w r o n g  i n  t h e  
a c c o u n t s .  The K a r a c h i  c h a r g e  i s ,  o f  c o u r s e ,  
p a r t i c u l a r l y  heavy and q u i t e  o u t  o f  p r o p o r t i o n  
t o  t h e  n e t  p r o f i t s  o f  t h e  B r a n c h  t h e r e . . . . T h e  
a u d i t  i s  a new d e p a r t u r e  r e q u i r e d  by Head 
O f f i c e  and  we f e e l  t h a t  i t  i s  o f  so  l i t t l e  
a d v a n t a g e  t o  us h e r e  t h a t  we t r u s t  t h a t  y o u  
w i l l  a p p r o v e  o u r  d e b i t i n g  t h e  c o s t  t o  you"  
( C o r r e s p o n d e n c e ,  16 D e c e m b e r  1 9 0 4 ,  UGD 
91/ 266).
I n  r e p l y  t o  B o m b a y ,  G l a s g o w  s u g g e s t e d  t h a t  i f  t h e  
e f f e c t i v e n e s s  o f  t h e  " d e t e c t i o n  o f  a n y t h i n g  i r r e g u l a r  i n  y o u r
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a c c o u n t s "  c o u l d  be i m p r o v e d ,  t h a t  t h e y  s h o u l d  make s u c h  a 
s u g g e s t i o n  t o  t h e  a u d i t o r s .  Glasgow f u r t h e r  s t a t e d ,  w i t h  r e s p e c t  
t o  t h e  c o s t  o f  t h e  a u d i t ,  t h a t :
" i t  i s  a p r o p e r  w o r k i n g  c h a r g e  a g a i n s t  
y o u r  b u s i n e s s  a nd  s h o u l d  be b o r n e  by y o u  and  
we hope t h a t  on r e c o n s i d e r a t i o n  you w i l l  a g re e  
w i t h  o u r  v i e w .  We a d m i t  t h a t  t h e  a u d i t  i s  a 
new d e p a r t u r e  b u t  i t  i s  none  t h e  l e s s ,  we 
c o n t e n d ,  a s o u n d  a r r a n g e m e n t  and  i f  p r o p e r l y  
c a r r i e d  o u t  i t  s h o u l d  t e n d  t o  l e s s e n  t h e  
a n x i e t i e s  o f  s e n i o r s  r e p o n s i b l e  f o r  c a r r y i n g  
on a  b u s i n e s s  such as  yours"  (Cor respondence ,  
5 J a n u a r y  1905, UGD 9 1 /2 6 6 ) .
The h e a d  o f f i c e  v i e w e d  t h e  p u r p o s e  o f  t h e  b r a n c h  a u d i t  a s  
t h e  " d e t e c t i o n  o f  a n y t h i n g  i r r e g u l a r  i n  t h e  a c c o u n t s "  so t h a t  i t  
w o u l d  " l e s s e n  t h e  a n x i e t i e s "  o f  m an a g e m e n t  i n  r u n n i n g  t h e  
b u s i n e s s  a t  each  branch.  I t  was no doubt  a  d e v ic e  used t o  l e s s e n  
h e a d  o f f i c e s ’ a n x i e t i e s  i n  m a n a g i n g  t h e  o v e r s e a s  b r a n c h e s  a s  
w e l l .  Each  o f  t h e  b r a n c h  a u d i t o r s  r e p o r t e d  t o  t h e  h e a d  o f f i c e ,  
n o t  t o  A l e x a n d e r  S l o a n  and  Co., t h e  h e a d  o f f i c e  a u d i t o r .  Each 
b r a n d i  a u d i t  was imp lem en ted  by t h e  head o f f i c e  and was s e en  by 
th em  a s  a d d i n g  f u r t h e r  d i m e n s i o n  o f  c o n t r o l  o v e r  t h e  b r a n c h e s ,  
b o t h  i n  t e r m s  o f  a c c o u n t i n g  p r a c t i c e s ,  s u c h  a s  p r o v i s i o n s  f o r  
l o s s e s ,  and i n  t e r m s  o f  i n t e r n a l  c o n t r o l  mechanisms w i t h i n  each 
o f  t h e  b ran c h e s .  The a u d i t o r s  came t o  be s e en  as  q u a s i - i n t e r n a l  
a u d i t o r s  w ork ing  f o r  t h e  head o f f i c e .
When James  F i n l a y  became a l i m i t e d  l i a b i l i t y  company i n  1909 
and t a b l e d  a r t i c l e s  o u t l i n i n g  t h e  appo in tm en t  o f  an a u d i t o r ,  t h e  
a u d i t s  a t  t h e  b r a n c h e s  d i d  n o t  c h a n g e  i n  any way a t  a l l .  The 
e mphas i s  was on t h e  use o f  t h e  a u d i t  as  a m o n i t o r i n g  d e v ic e  over  
t h e  b r a n c h e s  and no t  n e c e s a r i l y  t o  p ro v id e  an a s s u r a n c e  as  t o  t h e  
a c c o u n t ’s  c o r r e c t n e s s  a s  r e q u i r e d  by t h e  c o m p a n y ' s  a r t i c l e s  
( A r t i c l e s  109 and 110,  AA, 26 May 1909,  UGD 9 1 / 3 3 ) .  A l th o u g h
235
t h i s  was  one  o f  t h e  o b j e c t i v e s  o f  t h e  a u d i t ,  w i t h  t h e  a d v e n t  o f  
t h e  company g a i n i n g  l i m i t e d  l i a b i l i t y  i n  1909,  t h e  i d e a  o f  t h e  
a u d i t  seemed t o  become i n s t i t u t i o n a l i s e d  t o  a g r e a t e r  e x t e n t  a t  
t h e  head o f f i c e .  The o b j e c t i v e  o f  t h e  a u d i t ,  a s  g i v i n g  a s s u r a n c e  
a s  t o  t h e  c o r r e c t n e s s  o f  t h e  a c c o u n t s ,  g r a d u a l l y  r e c e i v e d  g r e a t e r  
p rom inence .  Th is  was f o r m a l l y  s t a t e d  i n  t h e  company’s a r t i c l e s  
i n  1924, which were  r e d r a f t e d  when James F i n l a y  became a p u b l i c  
company. The a u d i t o r  was now r e q u i r e d  t o  r e p o r t  on t h e  company’s 
b a l a n c e  s h e e t  a nd  s t a t e  " w h e t h e r  i n  h i s  o p i n i o n  i t  e x h i b i t e d  a 
t r u e  a nd  c o r r e c t  v i e w  o f  t h e  s t a t e  o f  t h e  company’ s  a f f a i r s "  
( A r t i c l e  110, AA, 7 J a n u a r y  1924, UGD 91/237) .  When th e  company 
e n t e r e d  t h e  fo rm a l  c a p i t a l  m arke t ,  t h e  a u d i t  came t o  be seen  more 
a s  a r e g u l a r i s i n g  mechanism r e q u i r e d  by l e g i s l a t i o n  and l e s s  a s  
f u l f i l l i n g  an  i n t e r n a l  c o n t r o l  f u n c t i o n  w i t h i n  t h e  company.
W a t t s  a n d  Z im m erm an  ( 1 9 8 6 ) ,  a s  a l r e a d y  m e n t i o n e d ,  s u g g e s t  
t h a t  a u d i t i n g  emerged h i s t o r i c a l l y  a s  a m o n i t o r i n g  d e v ic e  f o r  t h e  
f i r m ’s  c o n t r a c t s .  S p e c i f i c a l l y  t h e y  s t a t e ,  t h a t  by t h e  end  o f  
t h e  n i n e t e e n t h  c e n t u r y ,  a u d i t e d  a c c o u n t i n g  r e p o r t s  had  come t o  
s e r v e  a s  a  b a s i s  f o r  management  com pensa t ion .  C e r t a i n l y ,  i t  can 
be s e e n  t h a t  a c c o u n t i n g  r e p o r t s ,  a t  branch  and head o f f i c e  l e v e l  
i n  J a m e s  F i n l a y ,  w e r e  i m p l i c a t e d  i n  t h e  e m p l o y m e n t  c o n t r a c t s .  
A l s o ,  t h e  a u d i t ,  when i n t r o d u c e d ,  q u i c k l y  came t o  be s e e n  a s  
p r o v i d i n g  f u r t h e r  m o n i t o r i n g  o f  each o f  t h e  b ranc he s  i n  g e n e r a l .  
H o w e v er ,  w h e t h e r  a s  an  i n t e n d e d  c o n s e q u e n c e ,  a u d i t i n g  w i t h i n  
James  F i n l a y  came t o  be s e en  a s  a m o n i t o r i n g  mechanism because  o f  
t h e  e x i s t e n c e  o f  outcome r e l a t e d  employment  c o n t r a c t s  i s  unc le a r .  
The a u d i t o r  m i g h t  h a v e  be e n  used  by m a n a g e m e n t  a s  g i v i n g  
l e g i t i m a c y  t o  c o n s e r v a t i v e  a c c o u n t i n g  p r a c t i c e s  w h ic h  d e n i e d  
comm iss ion  t o  employees  on outcome r e l a t e d  c o n t r a c t s .  However,
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t h e  a r c h i v a l  m a t e r i a l  d o e s  n o t  l e n d  i t s e l f  t o  s u c h  a n  
i n t e r p r e t a t i o n  o f  t h e  a u d i t o r ' s  r o l e .  F u r t h e r ,  f ro m  an  a g e n c y  
t h e o r y  p e r s p e c t i v e ,  t h e  m a n a g e m e n t  a t  l e a s t  a t  Bombay,  d i d  n o t  
v i e w  t h e  a u d i t  a s  w o r t h  t h e i r  w h i l e  a t  a l l ,  e v e n  a s  a g u a r a n t e e  
t h a t  t h e y  w o u l d  a c t  i n  t h e  h e a d  o f f i c e ' s  i n t e r e s t  ( i . e .  b o n d i n g  
c o s t ) .  F u r t h e r m o r e ,  t h e  a g e n c y  t h e o r y  e x p l a n a t i o n  f o r  t h e  
emergence  o f  a u d i t i n g  i s  c o m p l i c a t e d  once r e g u l a t i o n ,  r e q u i r i n g  
a u d i t i n g ,  i s  i n t r o d u c e d .
I n  I n d i a ,  t h e r e  was  an e m p h a s i s  on t h e  d e t e c t i o n  o f  f r a u d  
a n d  e r r o r ,  b u t  t h e r e  w a s  a l s o  a b r o a d e r  i n t e r n a l  c o n t r o l  and  
a c c o u n t i n g  p e r s p e c t i v e .  Dur ing t h e  191O's t h e  a u d i t  a t  the  head 
o f f i c e ,  h o w e v e r ,  b e c am e  m ore  f o r m a l ,  a nd  by 1924 ,  i t  w as  s e e n  
a l m o s t  p u r e l y  i n  t e r m s  o f  a  l e g i s l a t i v e  r e q u i r e m e n t  w h i c h  was  
n e c e s s a r y  i n  o r d e r  t o  e n t e r  t h e  f o r m a l  c a p i t a l  m ark e t .  P r i o r  t o  
J a m e s  F i n l a y  t u r n i n g  p u b l i c  i n  1924 ,  t h e  a u d i t e d  a c c o u n t s  had 
been s e n t  o f f  t o  bank m anagers  f o r  t h e  p u rpose  o f  r a i s i n g  funds .  
F o r  e x a m p l e ,  Mr. T. L i l l i e ,  m a n a g e r  o f  t h e  Roya l  Bank o f  
S c o t l a n d ,  w r o t e  t o  Mr. S i n c l a i r  s t a t i n g ;
" I  h a v e  p l e a s u r e  i n  r e t u r n i n g  t o  y o u ,  a s  
a r r a n g e d ,  t h e  copy Ba lance  S h e e t  which  you so 
v e r y  k i n d l y  h a n d e d  me on  7 t h  i n s t .  I t  s e r v e d  
i t s  p u r p o s e  a d m i r a b l y  a t  o u r  B o a r d  
M e e t i n g . . . . a n d  I  c a n n o t  r e f r a i n  f r o m  
c o n g r a t u l a t i n g  a l l  c o n c e r n e d ,  w i t h  t h e  b e s t  
w i s h e s  f o r  t h e  f u t u r e ,  on  t h e  e x c e l l e n t  
f i g u r e s  r e v e a l e d "  ( C o r r e s p o n d e n c e ,  9 F e b r u a r y  
1921, UGD 91/239) .
The a u d i t  now came t o  be s e e n  a s  an  e s s e n t i a l  p a r t  o f  
r a i s i n g  c a p i t a l .  The a u d i t o r s ,  o f  c o u r s e ,  f u l f i l l e d  t h i s  r o l e  i n  
t h e i r  s t a t e m e n t s  made i n  t h e  s h a r e  p r o s p e c t u s  (Share  P r o s p e c tu s ,  
1924, UGD 91/237) .
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8. The Cotton Works
Cotton  m a n u f a c tu r e  and t r a d i n g  was James F i n l a y ' s  p r im a ry  
c o n c e r n  i n  t h e  f i r s t  h u n d r e d  y e a r s  o f  t h e  c o m p a n y ' s  e x i s t e n c e .  
P r o f i t  m a r g i n s  i n  c o t t o n  m a n u f a c t u r e  w e r e  i n c r e a s i n g l y  u n d e r  
s t e a d y  p r e s s u r e  f r o m  t h e  1 8 3 0 ' s  o n w a r d s .  The p a r t n e r s h i p  
a t t e m p t e d  t o  s e l l  t h e i r  w o r k s  i n  1843;  h o w e v e r ,  o n l y  t h e  
B a l l i n d a l l o c h  works were s o l d .  I n  a n  i n c r e a s i n g l y  c o m p e t i t i v e  
e n v i ro n m e n t ,  James F i n l a y  k e p t  t h e  C a t r i n e  and Deans ton  works i n  
o p e r a t i o n .  I n  1853, e x t e n s i v e  c a p i t a l  deve lopment  o c c u r r e d ,  r e ­
e q u i p p i n g  t h e  f a c t o r i e s  i n  t h e  l a t e s t  c o t t o n  m a n u f a c t u r i n g  
mach inery .
U n f o r t u n a t e l y ,  t h e r e  i s  no s i g n i f i c a n t  e x t a n t  a r c h i v a l  
m a t e r i a l  a v a i l a b l e  f o r  t h e  p e r i o d  o f  t h i s  s t u d y  r e l a t i n g  t o  t h e  
c o t t o n  works,  e x c e p t  f o r  d e t a i l e d  a c c o u n t s  on t h e  Deanston Works 
f o r  1870 a n d  1871 (UGD 9 1 / 1 2 ) .  T h i s  s e r i e s  o f  a c c o u n t i n g  
s t a t e m e n t s  a t  D e a n s t o n  s t a r t  i n  1859.  They a r e  i n t e r e s t i n g  
b e c a u s e  o f  t h e  a l l  p e r v a s i v e  n a t u r e  o f  t h e  s t a t e m e n t s .  They 
h i g h l i g h t e d  t h e  p r o d u c t i o n  f l o w s  i n  f i n a n c i a l  and n o n - f i n a n c i a l  
t e r m s ;  t h e y  g a v e  d e t a i l s  on  how o v e r h e a d  e x p e n s e  h a d  b e e n  
a l l o c a t e d ;  th e y  gave d e t a i l s  on t h e  c o s t s  o f  ru n n in g  t h e  v i l l a g e  
schoo l  and e x p e n d i t u r e  on th e  v i l l a g e  i n f r a s t r u c t u r e ;  they  gave 
d e t a i l s  o f  h o u r s  worked a t  t h e  f a c t o r y ;  and l a s t l y ,  i n f o r m a t i o n  
was g iv e n  on b i r t h s ,  d e a th s  and m a r r i a g e s  i n  t h e  v i l l a g e ,  a lo n g  
w i t h  a t t e n d a n c e  a t  t h e  v i l l a g e  schoo l .
T h e s e  a c c o u n t i n g  s t a t e m e n t s  e x p o s e d  e v e r y  a s p e c t  o f  t h e  
f a c t o r y  and  v i l l a g e  t o  t h e  c l o s e  s c r u t i n y  o f  t h e  company 
management . T e x t i l e  f a c t o r i e s  h a v e  p r o v i d e d  some o f  t h e  e a r l y  
e x a m p l e s  o f  i n t e r n a l l y  m anaged  e conom ic  a c t i v i t y .  The f a c t o r y  
a c c o u n t i n g  p r a c t i c e s  h a d  e m e r g e d  i n  F i n l a y ' s  f ro m  t h e  s t a r t  o f
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t h e  n i n e t e e n t h  c e n t u r y .  By t h e  1850*8,  s p u r r e d  on by p r o f i t  
m a r g in s  b e in g  c o n t i n u a l l y  squeezed ,  t h e  a c c o u n t i n g  p r a c t i c e s  were 
p e r v a s i v e  and  u s e d  i n  t h e  s e g m e n t a t i o n  and  c o n t r o l  o f  t h e  
p r o d u c t i o n  p r o c e s s .  The D e a n s t o n  a c c o u n t i n g  s t a t e m e n t s  ( s e e  
A p p e n d i x  T h r e e )  show how t h e  p r o d u c t i o n  p r o c e s s  was  s p l i t  i n t o  
t h r o s t l e ,  m i l l  s p i n n i n g  and  w e a v i n g .  T h e s e  t h r e e  p r o d u c t i o n  
a r e a s  b o r e  t h e  o v e r h e a d  e x p e n s e s  o f  r u n n i n g  t h e  f a c t o r y ,  t h e  
s c h o o l ,  and  t h e  v i l l a g e  g e n e r a l l y ,  i n c l u d i n g  a m i n i s t e r ' s  
s t i p e n d .  The v i l l a g e  and t h e  m achine  making,  wh ich  were t r e a t e d  
s e p a r a t e l y ,  w e r e  b r o u g h t  i n d i r e c t l y  i n t o  t h e  c o s t i n g  o f  t h e  
p r o d u c t i o n  p r o c e s s .  The p r o f i t  and l o s s  on t h e s e  v a r i o u s  a r e a s  
were  t h e n  c o l l e c t e d  i n t o  a s i m p l e  p r o f i t  and l o s s  accoun t .  The 
a c c o u n t i n g  p r a c t i c e s  r e f l e c t e d  t h e  concern  o f  management  t o  know 
t h e  c o s t s  o f  p r o d u c t i o n .  The a c c o u n t i n g  p r a c t i c e s  e n a b l e d  t h e  
c a l c u l a t i o n s  o f  w a s t e ,  unaccoun ted s t o c k ,  and w ork ing  hours  l o s t  
f o r  each a r e a  o f  work t o  be made known. The a c c o u n t in g  s t a t e m e n t s  
a p p e a r  t o  h a v e  b e e n  used  f o r  c o n t r o l  p u r p o s e s ,  r a t h e r  t h a n  f o r  
any  a s s e s s m e n t  o f  i n c o m e  f o r  d i s t r i b u t i o n  p u r p o s e s  among t h e  
p a r t n e r s .
A n o t h e r  i n t e r e s t i n g  a s p e c t  o f  t h i s  s e t  o f  a c c o u n t i n g  
p r a c t i c e s ,  i s  t h e  e v id e n c e  o f  t h e  s o c i a l  a w a ren e s s  o f  t h e  company 
i n  p r o v i d i n g  e d u c a t i o n ,  h o u s i n g  a nd  v i l l a g e  i n f r a s t r u c t u r e  
e x p e n d i t u r e s .  I n  t h e  I840 's ,  t h e  Deanston Works were  p r a i s e d  f o r  
p o s s e s s i n g :
" e v e r y  f a c i l i t y  and  r ecom m enda t ion ;  t hey  
h a v e  c h a n g e d  t h e  a s p e c t  o f  t h e  c o u n t r y  -  
b e a u t i f u l  a n d  r o m a n t i c  a s  i t  i s  -  by 
i n t r o d u c i n g  i n t o  i t  h a b i t s  o f  i n d u s t r y ,  o r d e r  
a n d  t h e  h i g h e s t  m e c h a n i c a l  g e n i u s  a n d  
d e x t e r i t y ;  t h e y  c a u s e  a c i r c u l a t i o n  o f  money 
t o  t h e  e x t e n t  o f  abou t  £20,000 p e r  annum; they  
f u r n i s h  employment  f o r  t h e  pe o p le  o f  a l l  ages;  
t h e y  c a l l e d  f o r t h  t h e  s p i r i t  and a c t i v i t y  o f
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t h e  a g r i c u l t u r a l i s t s  t o  m e e t  t h e  e v e r -  
r e c u r r i n g  d e m a n d s  o f  t h e  p l a c e ;  and  i n  a l l  
r e s p e c t s  t h e y  a r e  a  s p l e n d i d  m onument  o f  
S c o t t i s h  e n t e r p r i s e ,  s k i l l  and p e r s e v e r a n c e "  
(ügw Account  &f S c o t l a n d .  Vol. X,
P e r t h ,  1845,  q u o t e d  i n  B r o g a n ,  1951 ,  p. 74 ) .
I t  i s  i n t e r e s t i n g  t o  c o m p a r e  t h e  Champdany j u t e  m i l l s  and 
t h e  t r e a t m e n t  o f  e m p l o y e e s  a t  t h a t  I n d i a n  l o c a t i o n ,  w i t h  t h e s e  
p r a c t i c e s  a t  D e a n s t o n .  E s s e n t i a l l y ,  t h e  Champdany j u t e  m i l l s  
w e r e  f a c t o r y  s i t u a t i o n s  s i m i l a r  t o  D e a n s t o n .  A l s o ,  t h e  
a c c o u n t i n g  s t a t e m e n t s  e x i s t  f o r  bo th  Deanston and Champdany f o r  
t h e  s i m i l a r  t i m e  p e r i o d  o f  t h e  I 870*s.  E x p e n d i t u r e s  on t h e  
i n f r a s t r u c t u r e  o f  t h e  l o c a t i o n  o f  t h e  Champdany m i l l s ,  good  
h o u s i n g  f o r  t h e  w o r k e r s ,  t h e  p r o v i s i o n  o f  e d u c a t i o n  and  o t h e r  
s o c i a l l y  r e s p o n s i b l e  e x p e n d i t u r e s  s i m i l a r  t o  t h a t  w h i c h  w e r e  
i n c l u d e d  i n  t h e  Deans ton a c c o u n t s ,  d i d  no t  occu r  a t  Champdany.
T h e r e  a r e  many r e a s o n s  why s u c h  e x p e n d i t u r e s  w e r e  made a t  
D e a n s t o n  and  n o t  a t  Champdany.  One r e a s o n  was  t h e  d i f f e r i n g  
o r g a n i s a t i o n a l  s t r u c t u r e s  o f  t h e  tw o  c o n c e r n s .  The D e a n s t o n  
Works was an  e s t a b l i s h e d  f a c t o r y  by 1870 and d i r e c t l y  l i n k e d  t o  
t h e  head  o f f i c e  p a r t n e r s h i p .  I n  p r o v i d i n g  homes, a s c h o o l ,  and a 
c h a p e l  f o r  t h e  w o r k e r s  a t  D e a n s t o n ,  t h e  company was  b e i n g  
p a t e r n a l i s t i c .  Such e x p e n d i t u r e s  w e r e  d e s i g n e d  t o  p r e v e n t  t h e  
l a b o u r  f o r c e  f ro m  l e a v i n g  i t s  " p a t r o n . "  A l s o ,  by e m p l o y i n g  
f a m i l i e s ,  p a r e n t a l  c o n t r o l  w a s  e x t e n d e d  t o  t h e  f a c t o r y .  
A c c o u n t i n g ,  t h e r e f o r e ,  was  p a r t  o f  a d i s c i p l i n a r y / c o n t r o l  
s t r u c t u r e  u s e d  by J a m e s  F i n l a y  a t  D e a n s t o n ,  w h i c h  i n c l u d e d  t h e  
f a c t o r y ,  t h e  v i l l a g e  a nd  t h e  w o r k e r ’ s f a m i l y .  ( L i s  and S o l y ,  
1984 ,  pp .  1 9 3 - 1 9 4 ) .
Champdany,  on t h e  o t h e r  h a n d ,  was one o f  J a m e s  F i n l a y ’s 
i n v e s t m e n t  companies  s e t  up as  a  p u b l i c  l i m i t e d  l i a b i l i t y  company 
o p e r a t i n g  i n  I n d i a  a t  such a g r e a t  d i s t a n c e  from t h e  head o f f i c e .
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A t t i t u d e s  t o  w orke rs  I n  I n d i a  were n u r t u r e d  by c o l o n i a l i s m  and 
i m p e r i a l i s m .  This  r e s u l t e d  i n  an i n t e n s e  s u s p i c i o n  and d i s t r u s t  
o f  n a t i v e  w orke rs  and g e n e r a l l y  a l a c k  o f  long  te rm  commit tment  
t o  t h e  w o r k e r s .  T h i s  was n o t  h e l p e d  by t h e  use  o f  i t i n e r a n t  
w o r k e r s .
J a m e s  F i n l a y  d i d  n o t  s e e  h u m a n i t a r i a n  e x p e n d i t u r e s  a t  t h e  
C h a m p d a n y  f a c t o r i e s  i n  t h e  s a m e  w a y .  Any h u m a n i t a r i a n  
e x p e n d i t u r e s  w e r e  n o t  s e e n  a s  p a r t  o f  a s t r u c t u r e  o f  c o n t r o l  a s  
a t  Deans ton ,  bu t  r a t h e r  were on ly  made when s e en  as  an a b s o l u t e  
n e c e s s i t y  which had been l e g i s l a t e d  f o r  o r  were fundam en ta l  t o  
e x i s t e n c e .  What was a c c o u n t e d  f o r  by J a m e s  F i n l a y  i n  t h e  
d i f f e r i n g  l o c a t i o n s  was t o  a c e r t a i n  e x t e n t  l i n k e d  i n t o  c u l t u r a l  
and s o c i a l  a t t i t u d e s  which  d i f f e r e d  s i g n i f i c a n t l y  i n  S c o t l a n d  and 
I n d i a .
D. GONCLÜDING COMMENTS
James F i n l a y  has  p ro v id e d  an i n t e r e s t i n g  c o n t e x t  i n  which t o  
s t u d y  a c c o u n t i n g  c h a n g e .  A s p e c t s ,  s u c h  a s  t h e  d i f f e r i n g  
o r g a n i s a t i o n a l  f o r m s  o f  t h e  p a r t n e r s h i p ,  t h e  t r u s t e e - m a n a g e d  
p a r t n e r s h i p ,  t h e  p r i v a t e  and t h e  p u b l i c  company l i m i t e d  company, 
coup led  w i t h  a d e s i r e  t o  m a i n t a i n  f a m i l y  c o n t r o l  and t o  o p e r a t e  
a t  g e o g r a p h i c a l  d i s t a n c e s ,  have c o n t r i b u t e d  t o  a c c o u n t in g  change 
w i t h i n  t h e  o r g a n i s a t i o n .
The p a r t n e r s h i p  c o n t r a c t s ,  both a t  home and o v e r s e a s ,  were 
t h e  i n i t i a l  s t i m u l a s  f o r  t h e  i d e a  o f  c o n s e r v a t i v e ,  s a f e  
a c c o u n t i n g  p r a c t i c e s .  T h e s e  p r a c t i c e s  were des ig ned  t o  e nsu re  
t h a t  each  p a r t n e r ’s s h a r e  i n  t h e  b u s i n e s s  was no t  o v e r s t a t e d ;  t o  
t h e  c o n t r a r y  i n  f a c t ,  i t  was b e t t e r  t o  u n d e r s t a t e .  As t h e  
b u s i n e s s  expanded o v e r s e a s ,  t h e  p a r t n e r s h i p  form o f  o r g a n i s a t i o n
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became u n w i e ld l y  and ,  t h u s ,  employment  c o n t r a c t s  w i t h  i n d i v i d u a l  
employees  w i t h i n  t h e  v a r i o u s  b ranches  became t h e  o r g a n i s a t i o n a l  
f o r m a t  o f  t h e  b u s i n e s s .
The i n v e s t m e n t  g r o u p - m a n a g i n g  agency  s t r a t e g y  had b rough t  
l a r g e  e x p a n s i o n  i n  t h e  b u s i n e s s ,  e s p e c i a l l y  a t  t h e  C a l c u t t a  
b ranch.  The employees  were t h e  company’s  main r e s o u r c e s  as  t h e  
s e r v i c e  o r i e n t a t i o n  o f  t h e  company deve lo ped  i n t o  t h e  p r o v i s i o n  
o f  m a n a g e r i a l ,  f i n a n c i a l ,  and  m e r c h a n t  t r a d i n g  s e r v i c e s .  From 
t h e  1880’s  onwards ,  an i n c r e a s i n g l y  g r e a t e r  number o f  employees 
s h a r e d  i n  t h e  p r o f i t s  o f  a  d e p a r tm e n t  o r  branch o f  t h e  b u s in e s s .  
T he se  o u t c o m e  r e l a t e d  c o n t r a c t s  i n c r e a s e d  a s  t h e  l e v e l  o f  
employee  autonomy i n c r e a s e d ;  a l s o ,  t h e  o v e r s e a s  employees ,  due t o  
t h e  d i s t a n c e ,  were  more l i k e l y  t o  have outcome r e l a t e d  c o n t r a c t s  
t h a n  t h e  U n i t e d  Kingdom based  employees.
The a c c o u n t i n g  p r a c t i c e s  became d i r e c t l y  i m p l i c a t e d  i n  t h e  
e m p l o y m e n t  c o n t r a c t  n e g o t i a t i o n  p r o c e s s .  The a c c o u n t i n g  
p r a c t i c e s  now became a l l o c a t i v e  d e v ic e s  be tw een  t h e  owners  ( t h e  
M u i r  f a m i l y )  and  t h e  e m p l o y e e s .  The s a f e  a c c o u n t i n g  p r a c t i c e s  
w e r e  c o n t i n u e d  on  i n  t h e  a c c o u n t s  a t  t h e  b r a n c h  a n d  h e a d  o f f i c e  
l e v e l s .  T h e r e  w a s  an  i n t e r e s t i n g  t r e n d  i n  t h e  a c c o u n t i n g  
p r a c t i c e s  c o n ta i n e d  i n  t h e  outcome r e l a t e d  employment  c o n t r a c t s  
f r o m  a c a s h  c o n c e p t  o f  p r o f i t s  t o  m ore  o f  a  a c c r u a l  c o n c e p t  o f  
p r o f i t s .  H o w e v e r ,  t h e r e  a l s o  e m e r g e d  a s e p a r a t e  s e t  o f  
c o n t r a c t i n g  a c c o u n t i n g  t e c h n i q u e s ,  such as  a r b i t r a r y  a l l o c a t i o n s  
o f  d e p r e c i a t i o n  and o f f i c e  e xpe nse s ,  which  were made ex a n te  and 
i n d e p e n d e n t l y  o f  t h e  p a r t i c u l a r  branch  o r  head o f f i c e  accoun ts .
The a g e n c y  t h e o r y  e x p l a n a t i o n  f o r  t h e  use o f  c o n s e r v a t i v e  
a c c o u n t i n g  p r a c t i c e s  i s  t h a t  t hey  were used as  a way o f  dampening 
t h e  a g e n t ’ s o p t i m i s m  e n c o u r a g e d  by t h e  o u t c o m e  r e l a t e d
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c o n t r a c t i n g .  Th is  was t h e  way th e  b ranch  s u s p e n s e  a c coun t s  and 
t h e  employee  commiss ion  a c c o u n t s  o p e ra t e d .  Also,  t h e  choice  o f  
e m p l o y m e n t  c o n t r a c t s  c a n  be e x p l a i n e d  f ro m  a n  a g e n c y  t h e o r y  
p e r s p e c t i v e .  The cho ice  o f  ou tcome r e l a t e d  c o n t r a c t s  were l i k e l y  
t o  be used where  i t  was more c o s t l y  t o  m o n i to r  t h e  s t a t e  v a r i a b l e  
and  t h e  a g e n t ’ s e f f o r t .  A l s o ,  c o n t r a c t s  w e r e  u sed  a s  a d e v i c e  
f o r  d e c r e a s i n g  t h e  c o s t s  o f  i m p e r f e c t  i n f o r m a t i o n  a b o u t  t h e  
e m p l o y e e ’s  a b i l i t y .  F u r t h e r m o r e ,  b u d g e t - b a s e d  c o n t r a c t s  w e r e  
found t o  be s u p e r i o r  t o  l i n e a r  c o n t r a c t s .
The agency e x p l a n a t i o n  does h i g h l i g h t  t h e  problem o f  moral  
h a z a r d  and  i s s u e s  o f  c o n t r o l  and  m o t i v a t i o n .  Y e t ,  o t h e r  
c o n t r o l l i n g  and s u r v e i l l a n c e  d e v i c e s  were  used by James F i n l a y ,  
such  a s  o r g a n i s a t i o n a l  i n d o c t r i n a t i o n  a nd  d r i l l i n g ,  w h i c h  when 
c o m b i n e d  w i t h  t h e  e m p l o y m e n t  c o n t r a c t s  and i n f o r m a t i o n  f lo w s ,  
became t h e  methods o f  c o n t r o l  i n  t h e  company -  e s p e c i a l l y  c o n t r o l  
a t  long  d i s t a n c e .
The a c c o u n t i n g  p r a c t i c e s  w e r e  an  i m p o r t a n t  a s p e c t  t o  t h e  
s t r u c t u r e  o f  c o n t r o l  i n  t h e  company. The use o f  t h e  suspense  and 
com m iss ion  a c c o u n t s  i l l u s t r a t e d  n o t  j u s t  a  d e s i r e  t o  dampen t h e  
employee’s  o p t im i s m ,  b u t  a l s o  p r o v id e d  a  way f o r  t h e  head o f f i c e  
t o  m a n i p u l a t e  t h e  a c c o u n t i n g  p r a c t i c e s  t o  t h e i r  own a d v a n t a g e .  
The h e a d  o f f i c e  d e b a t e  w i t h  t h e  C a l c u t t a  b r a n c h  i n  1885,  
i l l u s t r a t e d  t h a t  t h e  a c c o u n t i n g  p r a c t i c e s  were i m p l i c a t e d  i n  t h e  
b r o a d  s t r u c t u r e  o f  r e l a t i o n s  i n  t h e  company.  The c o n f l i c t  and  
e x e r c i s e  o f  power  by th e  head o f f i c e  h i g h l i g h t e d  t h e  i n t e r e s t e d  
n a t u r e  o f  a c c o u n t i n g  and  t h e  p a r a m o u n t  i m p o r t a n c e  o f  t h e  h e a d  
o f f i c e ’ s  i n t e r e s t s .
S i r  J o h n  M u i r  m a i n t a i n e d  c o n t r o l  o v e r  t h e  o r g a n i s a t i o n  
th rough  f a m i l y  c o n t r o l  and a u t o c r a t i c  l e a d e r s h i p .  Ihe  employees 
w e r e  t r u s t e e s  o f  h i s  w e a l t h .  The a c c o u n t i n g  p r a c t i c e s  w e r e
243
d e s i g n e d  t o  h i g h l i g h t  t h i s  t r u s t e e s h i p  o f  t h e  e m p l o y e e s .  Fo r  
e x a m p l e ,  i n  t h e  d e p a r t m e n t a l  a c c o u n t i n g  a t  C a l c u t t a ,  i t  was 
i m p o r t a n t  t h a t  c o s t s  were c o r r e c t l y  a l l o c a t e d  t o  each d e p a r tm e n t ,  
so  t h a t  t h e  r e s p o n s i b i l i t y  o f  t h e  d e p a r t m e n t  h e a d  c o u l d  be 
a d e q u a t e l y  a s s e s s e d .  Also,  t h e  a p p o in t m e n t  o f  a u d i t o r s  and th e  
u se  o f  a c c o u n t a n t s  i n t e r n a l l y  i n  t h e  o r g a n i s a t i o n ,  w e r e  f o r  
r e a s o n s  o f  i n t e r n a l  c o n t r o l .  A l t h o u g h  b r a n c h  a u d i t o r s  w e r e  
i n i t i a l l y  a p p o in t e d  t o  a s s i s t  i n  p r e p a r i n g  a c c o u n t s  f o r  p r o b a t e  
a nd  f i d u c i a r y  r e a s o n s ,  t h e y  q u i c k l y  w e r e  s e e n  a s  f u l f i l l i n g  a n  
i m p o r t a n t  c o n t r o l  f u n c t i o n  w i t h i n  t h e  o r g a n i s a t i o n .
The a c c o u n t i n g  p r a c t i c e s  emerged  i n  James F i n l a y  p r i m a r i l y  
f o r  c o n t r o l  and s u r v e i l l a n c e  pu rp o se s .  Account ing  p rov ide d  John 
Muir  and h i s  sons  w i t h  t h e  a b i l i t y  t o  f i n a n c i a l l y  examine t h e i r  
o r g a n i s a t i o n .  I n f o r m a t i o n  f o r  d e c i s i o n  m a k i n g  was  f o u n d  i n  
m a r k e t  i n f o r m a t i o n  on  i n t e r e s t  r a t e s ,  e x c h a n g e  r a t e s  and  
commodity p r i c e s .  The a c c o u n t i n g  p r a c t i c e s  e na b le d  an a s s e s s m e n t  
o f  t h e  t r u s t e e s h i p  o f  t h e  em p loyees ,  and on a  b r o a d e r  b a s i s ,  t h ey  
made d i f f e r e n t  a s p e c t s  o f  t h e  o r g a n i s a t i o n  v i s i b l e .  T h i s  c a n  
e s p e c i a l l y  be s e e n  i n  t h e  d e t a i l e d  a c c o u n t s  f o r  t h e  D e a n s t o n  
f a c t o r y .
The a c c o u n t i n g  p r a c t i c e s ,  i n  a n o t h e r  s e n s e ,  became a  r i t u a l .  
A c e r t a i n  r a t i o n a l i t y  was a t t r i b u t e d  t o  t h e  a c c o u n t i n g  p r a c t i c e s  
i n  b o t h  t h e  p a r t n e r s h i p  a nd  t h e  s u b s e q u e n t  company fo rm  o f  
o r g a n i s a t i o n ,  which e n a b le d  a l l o c a t i o n  and a d j u d i c a t i o n  t o  t a k e  
p l a c e  among t h e  i n t e r e s t e d  p a r t i e s  i n  t h e  f i r m .  The r i t u a l i s t i c  
n a t u r e  o f  t h e  a c c o u n t i n g  p r a c t i c e s  w e r e  s e e n  a s  g i v i n g  a 
s u f f i c i e n t  b a s i s  f o r  a d j u d i c a t i n g  r i g h t s  e s t a b l i s h e d  by t h e  
p a r t n e r s h i p  and  e m p l o y m e n t  c o n t r a c t s  and  t h e  a r t i c l e s  o f  
a s s o c i a t i o n  ( s e e  Bou ld ing ,  1962, pp. 53-55).
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A more c r i t i c a l  view would s e e  a c c o u n t i n g  as  h a v in g  a more 
c o n s t i t u t i v e  r o l e  i n  t h e  o r g a n i s a t i o n .  Accoun t in g  was no t  j u s t  a 
r i t u a l  a g re e d  on be tw een  e m p l o y e e s ,  p a r t n e r s  a nd  s h a r e h o l d e r s ,  
b u t  was used by t h e  owners  o f  t h e  o r g a n i s a t i o n  as  a m a n i p u l a t i v e  
d e v i c e  i n  t h e i r  e x e r c i s e  o f  power.
I n  1924 ,  when J a m e s  F i n l a y  b e c a m e  a  p u b l i c  company,  t h e  
a c c o u n t i n g  p r a c t i c e s  which  had emerged i n  t h e  p r i v a t e  a tm osphe re  
o f  t h e  p a r t n e r s h i p  and p r i v a t e  company, were now used t o  a t t r a c t  
i n v e s t o r s  t h r o u g h  t h e  f o r m a l  c a p i t a l  o u t l e t  o f  t h e  s t o c k  
e x c h a n g e .  The a u d i t o r s ,  A l e x a n d e r  S l o a n  and  Company, i s s u e d  a 
c e r t i f i c a t e  o f  p r o f i t s  f rom 1911 t o  1922, which  was p u b l i s h e d  i n  
t h e  p r o s p e c t u s  ( S h a r e  P r o s p e c t u s ,  1 F e b r u a r y  1924 ,  UGD 9 1 / 2 3 7 ) .  
These p r o f i t  f i g u r e s  which had been d e t e r m i n e d  i n  t h e  r e l a t i v e l y  
p r i v a t e  a t m o s p h e r e  o f  f a m i l y  s h a r e h o l d e r s ,  s e n i o r  managers  and 
e m p l o y e e s ,  w e r e  now u s e d  i n  t h e  p u b l i c  s e t t i n g  o f  t h e  s h a r e  
m a r k e t .  The c h a n g e  i n  t h e  o r g a n i s a t i o n a l  s e t t i n g  o f  t h e  
a c c o u n t i n g  p r a c t i c e s  m e a n t  t h a t  t h e  r a t i o n a l e s  f o r  s u c h  
a c c o u n t i n g  had now changed and were  used t o  a t t r a c t  and promote  
i n v e s t m e n t  i n  J a m e s  F i n l a y .  The h e a d  o f f i c e  a u d i t o r  now 
p r i m a r i l y  had a r e g u l a r i s i n g  r o l e  i n  t h e  c a p i t a l  m arke t ,  r a t h e r  
t h a n  an a g e n t  o f  i n t e r n a l  c o n t r o l  w i t h i n  t h e  company.
T h i s  c a s e  s t u d y  h a s  a t t e m p t e d  t o  g r o u n d  a c c o u n t i n g  i n  i t s  
o r g a n i s a t i o n a l  and  s o c i a l  e n v i r o n m e n t s .  I t  h a s  shown t h a t  
a c c o u n t in g ,  f rom a p p r o x i m a t e l y  1870 t o  1920, was c a l l e d  upon t o  
s e r v e  a w i d e  v a r i e t y  o f  d i f f e r e n t  and c h a n g i n g  p u r p o s e s .  The 
f i n a n c i a l  q u a n t i f i c a t i o n  o f  a c c o u n t in g  has  been shown, no t  as  a 
n e u t r a l  l anguage  p r o v i d i n g  " f a c t s "  a bou t  James F i n l a y ,  but  r a t h e r  
what  emerged was an a c c o u n t i n g  c r a f t  which was embedded i n  i t s  
o r g a n i s a t i o n a l  and s o c i a l  c o n t e x t s .  Account ing was i n f l u e n c e d  by 
s u c h  t h i n g s  a s  e m p l o y e e  c o n t r o l  t o  c o l o n i a l i s m  and t h r o u g h
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d i f f e r e n t  fo rm s  o f  use ,  i t  a l s o  h e l p e d  shape t h e  o r g a n i s a t i o n a l  
r e a l i t y .




1. A r c h ib a l d  Buchanan was a  man o f  h igh  m echan ica l  a b i l i t y .
He o b t a i n e d  p a t e n t s  f o r  two o f  h i s  i n v e n t i o n s .  "The 
f i r s t ,  No. 4854,  16th October  1823, h a v ing  f o r  i t s  
o b j e c t  -  t o  p roduce  a  v a r i a b l e  speed  i n  t h e  v i b r a t i o n  
o f  t h e  l a y  o r  b a t t e n ,  so  t h a t  t h e  l a y  m i ^ t  be a s  
n e a r l y  s t a t i o n a r y  as  p o s s i b l e  w h i l e  t h e  s h u t t l e  i s  
p a s s i n g  th rough  t h e  s h e d ,  and may move w i th  a  r a p i d  
s m a r t  s t r o k e  when b e a t i n g  up t h e  w e f t ,  t h e r e b y  p e r ­
m i t t i n g  t h e  loom t o  be d r i v e n  a t  g r e a t e r  s p e ed .  His 
second  p a t e n t .  No. 4875,  4 t h  December 1823, was f o r
an improvement  i n  Card ing  E n g ine s ,  whereby t h e  t o p  
c a r d s  were  r e g u l a r l y  s t r i p p e d  and k e p t  c l e a n  w i t h o u t  
t h e  a i d  o f  hand l a b o u r .  The speed  o f  h i s  looms gener ­
a l l y  was g r e a t l y  i n c r e a s e d  l o n g  b e f o r e  t h o se  b e lo n g i n g  
t o  t h e  r e s t  o f  t h e  t r a d e "  ( B i o g r a p h i c a l  N o t i c e ,  J o u r n a l  
■Of t h e  S o c i e t v  o f  A r t s . Vol .  4 ,  No. 168, 1856, p .  204.
2 .  R e l a t e d  t o  t h e  c o l l a p s e  o f  t h e  Western  Bank.
3* In v es tm e n t  groups  a r e  d i s t i n c t  f rom p o r t f o l i o  i n v e s t m e n t s .  
James F i n l a y  were r e d e p l o y i n g  and d i v e r s i f y i n g  t h e i r  
c a p i t a l ,  no t  j u s t  s e e k i n g  optimum r e t u r n s  from a  d i v e r ­
s i f i e d  s h a r e  h o l d i n g  (Chapman, 1985, p .  2 3 2 ) .
4 .  T h i s  was t h e  t im e  when t h e  f i r s t  t r a d i n g  l i n k s  w i t h  C a l c u t t a  
were e s t a b l i s h e d  by Kirkman F i n l a y  (Brogan,  1951, pp.  10 
and 11) .
5 .  Ray s t a t e s :  " I n d i a  had been v i t a l l y  i m p o r t a n t  t o  B r i t a i n  
i n  t h e  p r e - w a r  y e a r s  i n  t h r e e  r e s p e c t s  -  a s  a  v a s t  marke t  
f o r  B r i t i s h  m a n u f a c t u r e s ,  a s  a g u a r a n t e e d  o u t l e t  f o r  p ro ­
f i t a b l e  i n v e s t m e n t  and a s  a  c r u c i a l  l i n k  i n  t h e  s e t t l e ­
ment o f  B r i t a i n ’ s  b a la n c e  o f  payments .  The 1 s t  a s p e c t  o f  
t h e  I n d o - B r i t i s h  economic r e l a t i o n s h i p  was p e rh a p s  t h e  
most i m p o r t a n t .  I t  e n s u re d  t h e  t r a n s f e r  o f  r e s o u r c e s  
from I n d i a  t o  B r i t a i n  t h rough  a  complex s e r i e s  o f  
m u l t i l a t e r a l  t r a d e  b a l a n c e s .  I n d i a ’ s p o l i t i c a l  sub­
o r d i n a t i o n  had r e s u l t e d  i n  an a r t i f i c i a l l y  heavy t r a d e  
d e f i c i t  w i t h  B r i t a i n ,  which had a r i s e n  from t h e  impo­
s i t i o n  o f  t h e  home c h a rg e s  ( c i v i l  and m i l i t a r y  c h a rg e s ,  
g u a r a n t e e d  i n t e r e s t  on r a i l w a y  d e b t ,  e t c . )  and t h e  en­
f o r c e d  im por t  o f  i n v i s i b l e  s e r v i c e s  ( s h i p p i n g ,  i n s u r ­
ance ,  e t c . ) .  To meet t h i s  d e f i c i t  I n d i a  had under  
p r e s s u r e  deve loped  a l a r g e  t r a d e  i n  e x p o r t s  t o  c o u n t r i e s  
w i th  which B r i t a i n  had a no rm a l ly  a d v e r s e  commodity 
b a l a n c e .  I n d i a ' s  e x p o r t  s u r p l u s  w i th  r e g a r d  t o  o t h e r  
c o u n t r i e s  b a la n c e d  B r i t a i n ' s  t r a d e  d e f i c i t s  w i t h  the  
r e s t  o f  t h e  w or ld"  (Ray, 1979, pp .  7 - 8 ) .
6 .  One r e a s o n  g iv e n  by Chapman (1984 ,  p .  142) i s  t h a t  M u i r ' s
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S c o t t i s h  background,  where t h e  l e g a l  s t r u c t u r e  had t r a d i ­
t i o n a l l y  been more f a v o u r a b l e  t o  t h i s  kind  o f  deve lopment ,  
may have  a l e r t e d  him t o  t h e  change i n  t h e  Companies* Acts .
7 .  Th is  i s  d e f i n e d  as  t h e  s im u l ta n e o u s  development  of  
complementary i n d u s t r i e s  (Toml inson ,  1981, p.  461) .
8 . The a u t h o r  i s  g r a t e f u l  t o  E . J ,  Walsh f o r  computer  s e r v i c e s  
p r o v id e d  which e n a b le d  th e  c l a s s i f i c a t i o n  and m a n i p u l a t i o n  
o f  t h i s  d a t a .  Also,  some of  t h e  m a t e r i a l  d i s c u s s e d  i n  
t h i s  p a r t  o f  t h e  ca se  s tu d y  i s  t a k e n  from a pape r  by
E . J ,  Walsh and R.E.  S t e w a r t ,  "Agency Theory and Manage­
ment  Account ing :  A Case Study o f  an  I n t e r n a t i o n a l  Company," 
p r e s e n t e d  a t  t h e  Nin th  Annual Congress o f  t h e  European 
A ccount ing  A s s o c i a t i o n ,  Stockholm,  March, 1986.
9.  Th is  i s  t h e  view o f  t h e  n a t u r e  o f  t h e  f i rm  i n  t h e  p r o p e r t y  
r i g h t s  l i t e r a t u r e  where " t h e  f i r m  i s  viewed a s  a team
o f  s e l f - i n t e r e s t e d  i n d i v i d u a l s  who r e c o g n i z e  t h a t  t h e i r  
own w e l f a r e  depends on t h e  f i r m ’ s s u c c e s s  i n  c o m p e t i t i o n  
w i th  o t h e r  f i r m s .  Each o f  t h e  i n d i v i d u a l s  c o m p r i s in g  t h e  
f i r m  c o n t r i b u t e s  some i n p u t  t o  t h e  f i r m ’ s p r o d u c t i o n  
p r o c e s s  ( l a b o r ,  m a n a g e r i a l  s k i l l s ,  c a p i t a l ,  raw m a t e r i a l s ,  
t e c h n o l o g y ,  e t c . ) .  I n d i v i d u a l s  sup p ly  i n p u t s  i n  e x p e c t a t i o n  
o f  e a r n i n g  a  r e t u r n  on t h e i r  i n v e s t m e n t .  F u r t h e r ,  each 
i n d i v i d u a l  r e c o g n i z e s  t h a t  t h e  o t h e r  i n d i v i d u a l s  w i l l  
t a k e  a c t i o n s  t o  maximize t h e i r  u t i l i t y  no t  h i s  o r  h e r  
u t i l i t y .  I n d i v i d u a l s  r e c o g n i z e  t h a t  c o n f l i c t s  o f  i n t e r e s t  
w i l l  a r i s e  and,  t o  r e d u c e  t h e s e  c o n f l i c t s ,  w r i t e  c o n t r a c t s  
t h a t  s p e c i f y  each i n d i v i d u a l ’ s  s p e c i f i c  r i ^ t s  i n  t h e  
o u t p u t s  under v a r i o u s  c o n t i n g e n c i e s  ( i . e . ,  each i n d i v i d u a l ’ s 
p r o p e r t y  r i g h t s ) .  D e b t h o l d e r s ,  p r e f e r r e d  s t o c k h o l d e r s ,  
common s h a r e h o l d e r s ,  l e s s o r s ,  managers ,  l a b o r ,  and t r a d e  
c r e d i t o r s  -  a l l  have c o n t r a c t s  t h a t  s p e c i f y  how t h e  cash 
f lows  a r i s i n g  from t h e  f i r m  ( eve n  i n  t h e  e v e n t  o f  bank­
r u p t c y )  w i l l  be d i s t r i b u t e d .  These c o n t r a c t s  i n c l u d e  
c o r p o r a t e  c h a r t e r s  and bylaws .  I n  a d d i t i o n ,  many law s ,  
such as  ban k ru p tc y  l aw s ,  d e f i n e  t h e  p r o p e r t y  r i ^ t s  i n  
t h e  v a r i o u s  a s s e t s  o f  t h e  f i r m "  (Watts  and Zimmerman,
1986, p .  195) .
10. Watt s  and Zimmerman (1986,  p .  197) quo te  Yamey (1962 ,  p .  15) 
who s t a t e d  "The o r i g i n s  o f  a c c o u n t i n g  and i n d e e d  o f  w r i t t e n  
r e c o r d s  a r e  p r o b a b ly  t o  be found  i n  t h e  need o f  an ’ accoun t ­
i n g ’ o f f i c e r  t o  r e n d e r  a s t a t e m e n t  o f  money and o t h e r  
a s s e t s  r e c e i v e d  i n  h i s  charge  on b e h a l f  o f  h i s  employer
o r  d i s b u r s e d  on h i s  b e h a l f .  There was a  need f o r  a check 
on t h e  h o n e s ty  and r e l i a b i l i t y  o f  s u b o r d i n a t e s . "
11. See Healy (19 8 5 ) ;  H o l th au s e n  (1981) ;  and Dhal iwal  e t  a l .  
( 1982) .  Chow ( 1983) has  r ev iewed  much o f  t h i s  l i t e r a t u r e .
12. Baiman d i s c u s s e s  t h i s  approach  (1982 ,  p .  177) .
13 . Th is  i s  a d i f f e r e n t  u n d e r s t a n d in g  o f  t h e  term budge t .  I t  
i s  u s u a l l y  i n t e r p r e t e d  i n  t h e  a c c o u n t in g  l i t e r a t u r e  as  a 
p l a n ,  f o r e c a s t ,  t a r g e t ,  e t c .
14. See Newman (1984)  f o r  an i n t e r e s t i n g  d i s c u s s i o n  o f  t h i s
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i s s u e .
15. Armstrong  (1985)  comments g e n e r a l l y  on t h e  proponderence  
o f  a c c o u n t a n t s  and f i n a n c i a l  c o n t r o l s  w i t h i n  B r i t i s h  
c a p i t a l i s m .  He a l s o  comments on t h e  f o o t h o l d  a c c o u n t a n t s  
g a in e d  th rough  a u d i t i n g ,  which enab led  them t o  become 
a l l o c a t i v e  a g e n t s  o f  c a p i t a l  w i t h i n  B r i t i s h  i n d u s t r y  
b e c au s e  f i n a n c i a l  c o n s i d e r a t i o n s  became t h e  b a s i s  o f  
a l l o c a t i o n .
16. The t r u s t e e s  were the  Muir b r o t h e r s ,  and S i r  J o h n ’ s  p a r t n e r ,  
A. M. Brown, and p e r s o n a l  a s s i s t a n t ,  R. H. S i n c l a i r .
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V III  
CHAPTER EIGHT 
CHAMPDANY JUTE COMPANY LIMITED 
A. INTRODUCTION
The a im  o f  t h i s  h i s t o r i c a l  c a s e  s t u d y  i s  t o  e x a m i n e  t h e  
a c c o u n t i n g  p r a c t i c e s  o f  t h e  Champdany J u t e  Company Ltd.  f rom 1873 
t o  1 9 2 1 . T h i s  was  t h e  t i m e  p e r i o d  f r o m  when t h e  company was 
f o u n d e d  i n  1873 a s  a  p u b l i c  company  w i t h  l i m i t e d  l i a b i l i t y ,  t o  
when ,  i n  1921 ,  i t  c e a s e d  t o  be r e g i s t e r e d  i n  t h e  U n i t e d  Kingdom 
a n d  was  s u b s e q u e n t l y  r e g i s t e r e d  i n  I n d i a .  T h i s  t i m e  p e r i o d  
c o i n c i d e s  w i t h  t h e  a im  o f  t h e  t h e s i s  i n  l o o k i n g  a t  t h e  p e r i o d  
f rom  1870 t o  1920.
Champdany p r o v i d e s  some a d d e d  i n t e r e s t  i n  t h a t  i t  was a 
m a n u f a c t u r i n g  company o p e r a t i n g  i n  t h e  C a l c u t t a  r e g i o n  o f  I n d ia .  
To overcome t h e  d i s t a n c e  be tw een  t h e  owners  i n  S c o t l a n d  and t h e  
management i n  I n d i a ,  t h e  managing  agency sys tem  o f  management  was 
employed.
The c a s e  s t u d y  w i l l  e x p l o r e  t h e  r o l e  o f  a c c o u n t i n g  w i t h i n  
t h e  o r g a n i s a t i o n  a n d  how i t  w a s  i m p l i c a t e d  a t  v a r i o u s  
o r g a n i s a t i o n a l  l e v e l s .  The c a se  s tu d y  i s  s t r u c t u r e d  f i r s t l y ,  t o  
e x a m i n e  C h a m p d a n y ’ s  b a c k g r o u n d  a n d  i t s  o r g a n i s a t i o n a l  
d e v e l o p m e n t ;  and  s e c o n d l y ,  t o  e x a m i n e  t h e  r o l e  o f  a c c o u n t i n g  
w i t h i n  t h e  i m m e d i a t e  o r g a n i s a t i o n a l  c o n t e x t  and  t h e  w i d e r  
s o c i o c u l t u r a l  c o n te x t .
T h i s  w i l l  be done by d e v e l o p i n g  t h e m e s  f r o m  t h e  a r c h i v a l  
d a t a .  D e t a i l s  w i l l  be  g i v e n  o n  t h e  t y p e  o f  a c c o u n t i n g  
i n f o r m a t i o n  p r o d u c e d ,  l e g i s l a t i v e  and c o n t r a c t u a l  i n f l u e n c e s ,
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o w n e r s h i p  a n d  c o n t r o l  i s s u e s ,  c o n f l i c t s  o v e r  t h e  d i v i d e n d  
d e c i s i o n ,  p r o f e s s i o n a l  i n f l u e n c e s  such as  t h e  a u d i t o r  and l a w y e r ,  
and l a s t l y ,  t h e  need f o r  f i n a n c e .
I t  w i l l  be shown  t h a t  a c c o u n t i n g  r e f l e c t s  and  c r e a t e s  t h e  
o r g a n i s a t i o n a l  c o n t e x t  w i t h i n  which i t  i s  p r a c t i c e d .  Account ing 
i s  p o r t r a y e d  a s  b e i n g  i n  a  c o n t i n u o u s  p r o c e s s  o f  c o n s t r u c t i o n .  
The a c c o u n t i n g  " f a c t s "  o f  t h e  o r g a n i s a t i o n  a r e  n o t  n e u t r a l ,  
s t a t i c  and u n - p r o b l e m a t i c  t e c h n i c a l  s t a t e m e n t s ,  b u t  r a t h e r  
i n t e r e s t e d ,  dynamic and m a l l e a b l e  c o n s t r u c t i o n s ,  r e f l e c t i n g  and 
sh a p in g  t h e  o r g a n i s a t i o n .
a  COMPANY BACKGROUND AND DEVELOPMENT
1. Background
Champdany J u t e  Company L t d .  was  s e t  up i n  S c o t l a n d  i n  
1 873 t o  m a n u f a c t u r e  j u t e  i n  t h e  C a l c u t t a  r e g i o n  o f  I n d i a .  T h i s  
was one o f  t h e  e a r l y  S c o t t i s h  companies  i n c o r p o r a t e d  i n  t h e  g r e a t  
boom o f  t h e  e a r l y  s e v e n t i e s  when t h e  f i r s t  s i g n i f i c a n t  r e l a x a t i o n  
o f  t h e  g r i p  o f  t h e  p a r t n e r s h i p  f o r m  o f  o r g a n i s a t i o n  o c c u r r e d  
(Payne,  1980, p. 56). P r o f i t a b l e  i n v e s t m e n t  o p p o r t u n i t i e s  seem 
t o  h a v e  b e e n  l i m i t e d  i n  S c o t l a n d  a t  t h i s  t i m e ,  w i t h  t h e  r e s u l t  
t h a t  i n v e s t o r s  l o o k e d  o v e r s e a s  f o r  s u c h  o p p o r t u n i t i e s .  Payne  
m e n t i o n s  Champdany a s  b e i n g  one  o f  t h o s e  c o n c e r n s  t o  w h ich  
" g r e a t e r  l o n g - t e r m  s u c c e s s  a t t e n d e d  t h o s e  who p r o m o t e d  and 
i n v e s t e d  i n  a  number o f  companies  whose p r i n c i p a l  o b j e c t i v e  was 
t h e  m a n u f a c t u r e  o f  j u t e  a n d  t h e  e s t a b l i s h m e n t  o f  c o f f e e  
p l a n t a t i o n s  i n  I n d i a "  (Payne,  1980, p. 62). Payne m ent ions  long­
t e r m  s u c c e s s ,  a s  many o f  t h e  e a r l y  S c o t t i s h  l i m i t e d  c o m p a n i e s  
w i t h i n  f i v e  y e a r s  o f  i n c o r p o r a t i o n  became d e f u n c t  (Payne,  1980).
251
Champdany was  f o r m e d  i n  1873 by J a m e s  F i n l a y  & Co. i n  
c o n j u n c t i o n  w i t h  J a m e s  Luke a nd  G e o rg e  B u r n e t t  o f  Dundee.  The 
a r r a n g e m e n t  was  t h a t  J a m e s  F i n l a y  w o u ld  p r o v i d e  t h e  n e c e s s a r y  
c a p i t a l  and o v e r s e e  the  l e g a l  and s e c r e t a r i a l  work in v o lv e d  w i t h  
t h e  s t a r t i n g  o f  t h e  company, bo th  i n  Glasgow and i n  C a l c u t t a ,  and 
Luke and B u r n e t t  would p r o v id e  t h e i r  a dv ice  and a s s i s t a n c e  -  bo th  
h a v i n g  a  good k n o w l e d g e  a b o u t  t h e  j u t e  b u s i n e s s  i n  Dundee (AGM 
M inu te s ,  UGD 9 1 /1 7 7 /1 ) .  The i d e a  o f  e r e c t i n g  t h e  j u t e  m i l l  came 
f rom George B u r n e t t ,  who no t  o n l y  i n v e s t e d  i n  t h e  company (£5000) 
b u t  a l s o  p roceeded  t o  I n d i a  and s u p e r v i s e d  t h e  p u r c h a s i n g  o f  l a n d  
and  t h e  b u i l d i n g  o f  t h e  m i l l .  The i n v e s t m e n t  w as  made on t h e  
b a s i s  t h a t  j u t e  m i l l s  i n  I n d i a  p rom ised  t o  be v e ry  p r o f i t a b l e .
J a m e s  F i n l a y  & Co. was  f o u n d e d  i n  1750 and was  o r i g i n a l l y  
s t r o n g  i n  t h e  c o t t o n  t r a d e  and i n d u s t r y .  Under t h e  l e a d e r s h i p  o f  
S i r  J o h n  M u i r  i n  t h e  1870’s  , t h e  p a r t n e r s h i p  r e a l i s e d  t h a t  
c o t t o n  gave i n s u f f i c i e n t  employment  t o  t h e  p a r t n e r s ’ c a p i t a l  and 
t h e y  t u r n e d  t o  a r e a s  l i k e  j u t e  and t e a ,  a s  t r a d e  w i t h  more growth 
p o t e n t i a l .  The C a l c u t t a  f i r m  o f  J a m e s  F i n l a y  & Co. was  s t a r t e d  
i n  1870 u n d e r  t h e  name o f  F i n l a y  M u i r  & Co. The f i r s t  two 
g r e e n f i e l d  type  i n v e s t m e n t s  t o o k  p l a c e  i n  1872 and 1873. In  1872
G o l a b a r r y  was f o r m e d  t o  o p e r a t e  j u t e  p r e s s e s  and  i n  1873
Champdany was formed t o  m a n u f a c t u r e  j u t e .
I n d i a  was  s e e n  a s  a good  p l a c e  t o  i n v e s t  t h e i r  s u r p l u s
c a p i t a l  by t h e  p a r t n e r s  o f  James F i n l a y  & Co. T h e i r  i l l u s t r i o u s
p r e d e c e s s o r ,  K i r k m a n  F i n l a y ,  s t a r t e d  t h e  I n d i a n  b u s i n e s s  and a 
b r a n c h  was o p e n e d  i n  Bombay i n  1816.  However ,  i t  was n o t  j u s t  
b e c a u s e  o f  f a m i l i a r i t y  w i t h  I n d i a  t h a t  t h e y  w e r e  w i l l i n g  t o  
p r o m o t e  t h i s  i n v e s t m e n t .  I n d i a  a t  t h i s  t i m e  was  c o n s i d e r e d  a 
s e c u r e  i n v e s t m e n t  a s  i t  was a B r i t i s h  colony. Cain and Hopkins 
make the  p o i n t  t h a t  i t  was not  on ly  t h a t  s u r p l u s  c a p i t a l  e x i s t e d
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a n d  t h e r e f o r e  t h e r e  was  t h e  n e e d  o f  an  I n v e s t m e n t  o u t l e t ,  b u t  
a l s o  I n  a r e a s  s u c h  a s  I n d i a ,  s t r o n g l y  p e r m e a t e d  by B r i t i s h  
c u l t u r e  and i d e o l o g y ,  f o r e i g n  i n v e s t m e n t  p a id  o f f  i n  demands f o r  
B r i t i s h  e x p o r t s  and  i n c r e a s e d  i n c o m e  f r o m  i n v i s i b l e s  ( 1 980 ,  p. 
4 8 6 ) .
I n d i a  w a s  v i t a l  t o  B r i t a i n ' s  p o s i t i o n  a s  a  w o r l d  p o w e r ,  
h e n c e  t h e  d e v e l o p m e n t  o f  B r i t i s h  i m p e r i a l i s m  i n  I n d i a .  I n d i a  
e x p o r t e d  a  v a r i e t y  o f  r aw  m a t e r i a l s  and  f o o d s t u f f s  t o  B r i t a i n ,  
E u r o p e ,  N o r t h  A m e r i c a  and  S o u t h  E a s t  A s i a .  P a r t  o f  t h i s  t r a d e  
was  t h e  e x p o r t  o f  r aw  j u t e  t o  Dundee.  B r i t a i n ,  h o w e v e r ,  
do m in a te d  I n d i a ' s  i m p o r t  t r a d e .  I n  1913 she s u p p l i e d  over  s i x t y  
p e r  c e n t  o f  I n d i a ' s  i m p o r t s ,  I n d i a  b e i n g  t h e  l a r g e s t  s i n g l e  
m ark e t  f o r  B r i t i s h  e x p o r t s .  B r i t i s h  o v e r s e a s  i n v e s t m e n t  i n  I n d i a  
a m o u n t e d  t o  o n e - f i f t h  o f  i t s  t o t a l  f o r e i g n  i n v e s t m e n t  by t h e  
1 8 9 0 ' s  (B r o w n ,  1985 ,  pp .  9 5 - 9 6 ) .
The c a s e  s t u d y  w i l l  now e x a m i n e  t h e  o r g a n i s a t i o n  a nd  
deve lopm en t  o f  t h e  company and t h e  j u t e  i n d u s t r y  i n  I n d i a .
2 .  O rg a n isa tio n  and Management o f  th e  Company
a . Ownership S tru c tu re
The company was o r g a n i s e d  under t h e  management  agency 
sys tem .  Th i s  e s s e n t i a l l y  mean t  t h e  r e s t i n g  o f  t h e  management  o f  
Champdany i n  t h e  h a n d s  o f  a  f i r m  o f  p r o f e s s i o n a l  m a n a g e r s .  I n  
p r a c t i c e ,  t h e  m a n a g i n g  a g e n t  i s  u s u a l l y  r e s p o n s i b l e  f o r  t h e  
i n t i t i a l  p r o m o t io n ,  f i n a n c i n g ,  u n d e r w r i t i n g  and o r g a n i s a t i o n  o f  
t h e  j o i n t - s t o c k  company  ( K l i n g ,  1966,  p. 3 7 ) .  The c om pany ' s  
a r t i c l e s  o f  a s s o c i a t i o n  p r o v id e d  f o r  F in la y  Muir & Co. t o  be t h e  
managing a g e n t s  o f  t h e  company i n  C a l c u t t a  and e l s e w h e r e  i n  I n d i a  
(AA, UGD 9 1 / 1 7 5 ) .  J a m e s  F i n l a y  & Co. w e r e  a p p o i n t e d  company
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s e c r e t a r i e s  and became t h e  r e g i s t e r e d  o f f i c e  o f  t h e  company. The 
f i r s t  d i r e c t o r s  o f  t h e  company were John Muir  and Andrew Murray 
f ro m  J a m e s  F i n l a y  & Co.; J a m e s  Luke and G e o r g e  B u r n e t t ,  j u t e  
m a n u f a c t u r e r  and m e r c h a n t  r e s p e c t i v e l y  f rom  Dundee ;  and  t h r e e  
o t h e r  m e r c h a n t s  f rom Glasgow, Thomas Frame, Anthony Hannay and 
Thomas Watson.
F i n l a y  M u i r  & Co. w e r e  t o  t r a n s a c t  a l l  t h e  b u s i n e s s  o f  t h e  
company i n  I n d i a ,  s u b j e c t  t o  t h e  s u p e r v i s i o n  o f  t h e  d i r e c t o r s ,  
f o r  which t h e y  r e c e i v e d  f i v e  p e r  c e n t  on t h e  amount o f  s a l e s  made 
by and on b e h a l f  o f  t h e  company. This  r e m u n e r a t i o n  was t o  cover  
a l l  t h e i r  e x p e n s e s  s u c h  a s  r e n t ,  s a l a r i e s ,  o f f i c e  e x p e n s e s ,  
b ro k e ra g e  t o  b r o k e r s ,  g u a r a n t e e  commiss ion  e t c .  (AA, UGD 91/175) .  
James F i n l a y ,  a s  s e c r e t a r i e s ,  r e c e i v e d  £600 p e r  y e a r  as  payment  
f o r  t h e i r  s e r v i c e s .
The s h a r e  c a p i t a l  was  a l l  a l l o t t e d  by O c t o b e r ,  1873» b e i n g  
£ 2 0 0 , 0 0 0  d i v i d e d  i n t o  2 , 0 0 0  s h a r e s  o f  £100 .  The p a r t n e r s  o f  
James F i n l a y  took  up be tw een  them 440 s h a r e s  and t h e  p a r t n e r s  i n  
F i n l a y  M u i r  t o o k  a t  l e a s t  40 s h a r e s .  A l s o ,  r e l a t i o n s  o f  f o r m e r  
p a r t n e r s  t o o k  up s h a r e s  s u c h  a s  J o h n  a n d  K i r k m a n  F i n l a y  (130  
s h a r e s  between them) (DM, 1874, UGD 9 1 / 1 7 8 / 1 ) .
C all Up o f  th e  £ 200 ,000  C ap ita l o f  Champdany
Date o f  Ca l l  Amount o f  Ca l l  T o t a l  Pa id  up C a p i t a l
£ £
15-8-73 50 ,000 50,000
6-1 -74 30 ,000 80,000
19-3-74 20 ,000 100,000
14-12-75 20 ,0 0 0 120,000
21-6-76 20 ,000 140,000
27-1-81 60 ,0 0 0 200,000
T a b le  1
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Source: Directors' Minutes (UGD 91/178/1&2)
T a b l e  1 s h o w s  when t h e  c a p i t a l  was c a l l e d  up. The f i r s t  
f i v e  c a l l s  r e l a t e d  t o  t h e  f i r s t  j u t e  m i l l  p u r c h a s e d ,  a lo n g  w i t h  
w ork ing  c a p i t a l  needs,  and t h e  s i x t h  c a l l  was made t o  f i n a n c e  th e  
buying  o f  a second e x i s t i n g  m i l l .
The p a r t n e r s  o f  J a m e s  F i n l a y  and  t h e i r  f r i e n d s  w e r e  t h e  
d o m i n a n t  g r o u p s  o f  s h a r e h o l d e r s  i n  t h e  company.  J o h n  M u i r  was  
e l e c t e d  c ha i rm an  and r em a ined  so  u n t i l  j u s t  b e f o r e  h i s  d e a th  i n  
1903 . T h e i r  p o w e r f u l  p o s i t i o n  was  f u r t h e r  e n t r e n c h e d  by t h e i r  
w i l l i n g n e s s  t o  f i n a n c e  t h e  company and t o  g u a r a n t e e  t h a t  c r e d i t  
f a c i l i t i e s  be made a v a i l a b l e  by o t h e r  banks bo th  i n  I n d i a  and i n  
t h e  U n i t e d  Kingdom. I n  1893» when t h e  d i r e c t o r s  p r o p o s e d  t o  
b u i l d  a  t h i r d  m i l l ,  J a m e s  F i n l a y  n o t e d  t h a t  t h e y  h a d  i n v e s t e d  
£ 8 3 ,0 0 0  t h e m s e l v e s ,  a l o n g  w i t h  t h e i r  f r i e n d s ,  who had  i n v e s t e d  
ab o u t  £45,000 . T h e i r  m a j o r i t y  p o s i t i o n  was w e l l  e s t a b l i s h e d .
I n  1897 t h e  Champdany S h a r e  T r u s t  was e s t a b l i s h e d .  The 
ag re e m e n t  t u r n e d  one h a l f  o f  5780 o r d i n a r y  £10 s h a r e s  i n t o  f i v e  
p e r  c e n t  p r e f e r e n c e  s h a r e s .  The s h a r e h o l d e r s  who e n t e r e d  t h e  
t r u s t  a g r e e d  n o t  t o  s u p p o r t  t h e  l e g a l  a c t i o n  t a k e n  by c e r t a i n  
m i n o r i t y  s h a r e h o l d e r s  a g a i n s t  t h e  company (Champdany Share  T r u s t  
Deed,  1897,  UGD 9 1 / 1 7 4 ) .  I n  1900 t h e  l a s t  m a j o r  s h a r e  m ovem ent  
was  when  J a m e s  F i n l a y  a c q u i r e d  3 ,6 5 0  s h a r e s  i n  t h e i r  own name. 
A f t e r  1 9 0 0 , J a m e s  F i n l a y  e f f e c t i v e l y  h a d  t o t a l  c o n t r o l  o f  
Champdany.  The m i n o r i t y  s h a r e h o l d e r s  had  e i t h e r  s o l d  t h e i r  
s h a r e s  t o  J a m e s  F i n l a y  o r  ha d  e n t e r e d  i n t o  t h e  Champdany S h a r e  
T r u s t  ag reem en t  and so were p a c i f i e d  w i t h  t h e  knowledge t h a t  they  
w e r e  a t  l e a s t  g e t t i n g  t w o  a n d  a h a l f  p e r  c e n t  o n  t h e i r  
i n v e s t m e n t .  I t  i s  i n t e r e s t i n g  t o  n o t e  t h a t  t h e  p r e f e r e n c e  
d iv id e n d  was accum ula ted  u n t i l  1913 when £23,120 was p a id  i n t o
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t h e  Share  T r u s t ,  which r e p r e s e n t e d  s i x t e e n  y e a r s  o f  a c c u m u la t io n  
(Champdany Share  T r u s t  Accounts ,  UGD 91/173) .
T h e r e f o r e ,  t h e  a c c o u n t in g  r e c o r d s  and methods no l o n g e r  had 
t h e  same  c o n t r o v e r s y  a s  w i l l  be s e e n  when an  a c t i v e  m i n o r i t y  
s h a r e h o l d i n g  e x i s t e d .  This  o w n e r sh ip  s t r u c t u r e  a l s o  meant ,  even 
m o re  t h a n  b e f o r e ,  t h a t  J a m e s  F i n l a y  and  F i n l a y  M uir  w o u ld  make 
p r o f i t s  th rough  t h e  s e r v i c e s  t h e y  p r o v id e d  t o  t h e  company even i f  
Champdany i t s e l f  was no t  t h a t  p r o f i t a b l e .
b. The Managing Agency System
The managing agency sys tem  o f  management was f i r s t  
e s t a b l i s h e d  i n  I n d i a  i n  t h e  1 8 3 0 ' s  and  1 8 4 0 ' s .  K l i n g  ( 1 9 6 6 ,  p. 
37)  s t a t e s  t h a t  a m e r c a n t i l e  a g e n c y  h o u s e  f i r s t  a s s u m e d  t h e  
d u t i e s  o f  a  m a n a g i n g  a g e n t  i n  C a l c u t t a  i n  1836 and  t h a t  by t h e  
1850*s B r i t i s h  m erc h an t s '  houses  i n  C a l c u t t a ,  Madras  and Bombay 
were employed  i n c r e a s i n g l y  as  l o c a l  a g e n t s  o f  companies  o r g a n i s e d  
i n  B r i t a i n .  Brown ( 1 9 8 5 ,  Ch. 3) and  K i d r o n  ( 1 9 6 5 ,  P a r t  1) 
s u g g e s t  t h a t  t h e  m a n a g i n g  a g e n c y  s y s t e m  was a c o n t r i v a n c e ,  i n  
t h a t  i t  was  e s s e n t i a l l y  a n  i n s t r u m e n t  o f  B r i t i s h  i m p e r i a l i s m  
r a t h e r  t h a n  n e c e s s a r i l y  t h e  most  e f f i c i e n t  way t o  ru n  a b u s in e s s .  
B r i t i s h  m a n a g i n g  a g e n t s ,  a t  t h e  t i m e  o f  t h e  F i r s t  W or ld  War,  
c o n t r o l l e d  l a r g e  s e c t o r s  o f  t h e  j u t e ,  t e a  and m in in g  i n d u s t r i e s ,  
e s p e c i a l l y  i n  t h e  E a s t .  How ever ,  w h e t h e r  t h i s  c a n  be s a i d  f o r  
t h e  whole  o f  I n d i a  i s  d o u b t f u l .  ^
T h e r e  w e r e  c e r t a i n l y  many p r a c t i c a l  a d v a n t a g e s  o f  t h e  
m a n a g i n g  a g e n c y  s y s t e m  f o r  B r i t i s h  c a p i t a l  i n v e s t i n g  i n  
e n t e r p r i s e s  s t a r t e d  and ru n  by B r i t i s h  peop le .  B r i t i s h  companies  
w i th  a s t e r l i n g  c a p i t a l  and t h e i r  head o f f i c e s  i n  B r i t a i n  needed 
t o  s e c u r e  t h e  s e r v i c e s  o f  m a n a g e r s  i n  I n d i a  w i t h  a f i r s t - h a n d  
knowledge o f  c o n d i t i o n s  a t  t h e  p l a c e  o f  i n v e s t m e n t .  The In d ia n s
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w e r e  n o t  t r u s t e d  w i t h  t h e  r e s p o n s i b i l i t i e s  o f  b u s i n e s s  
management ,  t h u s ,  managing a g e n t s ,  such as  F i n l a y  Muir,  p rov id ed  
t h e  o n l y  s u b s y s t e m  i n  t h e  econom y w i t h  t h e  c a p i t a l ,  b u s i n e s s  
e x p e r i e n c e  and  c o n t i n u i t y  t o  p r o v i d e  m a n a g e r i a l  t a l e n t  (Kling,  
1966, p. 40), F i n l a y  Muir,  a l t h o u g h  on ly  e s t a b l i s h e d  t h r e e  y e a r s  
e a r l i e r  t h a n  Champdany,  w o u ld  be a b l e  t o  p r o v i d e  p r o s p e c t s  f o r  
t h e  m a r k e t i n g  o f  t h e  j u t e  goods a s  w e l l  a s  t h e  s u p e r v i s i o n  o f  t h e  
m i l l .
U s u a l l y  t h e  m a n a g i n g  a g e n t s  t o o k  f u l l  c h a r g e  o f  t h e  
c o n s t r u c t i o n  o f  b u i l d i n g s ,  p u r c h a s e  o f  m a c h i n e r y ,  s e c u r i n g  o f  
s t a f f ,  conduc t  o f  o p e r a t i o n s  and m a r k e t in g .  Also ,  t h e y  u s u a l l y  
to o k  t h e  l e a d i n g  p a r t  i n  t h e  f i n a n c e  o f  t h e  e n t e r p r i s e  (Buchanan, 
1966, p. 166). The d i r e c t o r s  g e n e r a l l y  had a  p a s s i v e  r o l e  i n  t h e  
e n t e r p r i s e  a nd  w e r e  r e l i e v e d  o f  any  r e a l  r e s p o n s i b i l i t y .  The 
r e s p o n s i b i l i t y  and  p o w e r  o f  t h e  s h a r e h o l d e r s  w e r e  a l m o s t  non­
e x i s t e n t  a s  w e l l  (Anstey,  1942, p. 114).
F i n l a y  M uir ' s  r o l e  was n o t  a s  g r e a t  i n i t i a l l y  as  d e s c r i b e d  
a b o v e .  I t s  r o l e  d e v e l o p e d  a s  a  s u p e r v i s o r y  one  a t  Champdany. 
The d i r e c t o r s  i n  G l a s g o w ,  e s p e c i a l l y  up t o  1900 ,  w a n t e d  t o  be 
a c t i v e l y  i n v o l v e d  i n  t h e  day  t o  day  m a n a g e m e n t  o f  t h e  company.  
I t  was B u r n e t t  and Luke, as  d i r e c t o r s  o f  t h e  company, who went 
t o  I n d i a  t o  g e t  t h e  company s t a r t e d ,  who h i r e d  t h e  m i l l  manager,  
who bought  t h e  m ach inery  and who g e n e r a l l y  s u p e r v i s e d  t h e  s t a r t  
o f  t h e  b u s i n e s s .  F i n l a y  M uir 's  r o l e  was t o  e n s u re  t h e  d i r e c t o r s '  
d i r e c t i o n s  and w ishes  were c a r r i e d  o u t  e f f i c i e n t l y .
In  F i g u r e  1 t h e  o r g a n i s a t i o n a l  r e l a t i o n s h i p s  t h a t  e x i s t e d  i n  
t h e  o r g a n i s a t i o n  a r e  s e t  ou t .  The p o t e n t i a l  c o n f l i c t  between 
n o n - J a m e s  F i n l a y  s h a r e h o l d e r s / d i r e c t o r s  a n d  J a m e s  F i n l a y  
a f f i l i a t e d  s h a r e h o l d e r s / d i r e c t o r s  comes i n t o  focus .  A s e r i e s  o f
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c o n f l i c t s  d i d  t a k e  p l a c e  o v e r  t h e  f i r s t  t h i r t y  y e a r s  o f  t h e  
c o m p a n y ' s  e x i s t e n c e .  The  p o t e n t i a l  c o n f l i c t  i n  t h e  
o r g a n i s a t i o n a l  and  o w n e r s h i p  s t r u c t u r e  o f  t h e  company was 
r e a l i s e d  due t o  t h e  company’ s p o o r  r e s u l t s .  The m i n o r i t y  non-  
J a m e s  F i n l a y  s h a r e h o l d e r s  d i d  n o t  g e t  t h e i r  e x p e c t e d  d i v i d e n d  
r e t u r n .  Account ing was I m p l i c a t e d  v e ry  d i r e c t l y  i n  t h e  deba te .
O rgan isa tion a l R e la t io n sh ip s  in  
Champdany J u te  Ooapany Ltd.
i  I
J u t e  M i l l s '  
Management
D i r e c t o r s
Others
S e c r e t a r i e s  i n  Glasgow
James F i n l a y  & Co.
S h a r e h o l d e r s
M in o r i t y
F i n l a y  Muir  & Co. t o  1909 
James F i n l a y  & Co. f rom 1909
Managing Agents  i n  I n d i a
F igu re  1
The c o n f l i c t  was a r e f l e c t i o n  o f  t h e  ownersh ip  s t r u c t u r e  and 
t h e  d i f f e r i n g  i n t e r e s t s  r e p r e s e n t e d  i n  t h e  o r g a n i s a t i o n .  Whereas 
t h e  m i n o r i t y  s h a r e h o l d e r s  wanted  a high d iv id e n d  r e t u r n ,  James 
F i n l a y  was p r i m a r i l y  concerned w i t h  t h e  l o n g - t e r m  s u r v i v a l  of  the
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company. Even I f  Champdany was not  v e r y  p r o f i t a b l e  James F i n l a y  
s t i l l  ga ine d  commiss ion  on t h e  g u a r a n t e e i n g  o f  c r e d i t  f a c i l i t i e s  
and commiss ion  on i n s u r a n c e  p r o v id e d  t o  t h e  company. In  1893 i t  
was  a l l e g e d  by M a x w e l l  Hannay,  one  o f  t h e  s h a r e h o l d e r s  who 
i n i t i a t e d  t h e  c o u r t  a c t i o n  a g a i n s t  t h e  d i r e c t o r s  o f  Champdany,  
t h a t  i n  t h e  p a s t  tw e n ty  y e a r s  o f  t h e  company's e x i s t e n c e  James 
F i n l a y  had ea rne d  on th e  a v e ra g e  £10,000 a y e a r  i n  commiss ions  o f  
s a l e s  o f  g o o d s ,  a c c e p t i n g  a nd  r e t u r n i n g  b i l l s ,  s a l a r i e s ,  
d i r e c t o r s '  f e e s ,  and o t h e r  s o u r c e s  o f  p r o f i t .  Hannay went  on t o  
s t a t e :  " i n  o t h e r  w o r d s ,  w h i l e  t h e  s h a r e h o l d e r s  d u r i n g  t h e  p a s t  
t w e n ty  y e a r s  have go t  t h e  m i s e r a b l e  r e t u r n  you name.. .your  f i r m  
h a s  n e t t e d  £ 2 0 0 , 0 0 0 ,  o r  a c t u a l l y  £3000  m ore  t h a n  t h e  e n t i r e  
c a p i t a l  o f  t h e  company"  ( C o r r e s p o n d e n c e ,  3 O c t o b e r  1893,  UGD 
9 1 / 1 7 8 / 4 ) .  (The Company 's  c a p i t a l  was o n l y  p a i d  t o  £ 1 9 7 ,0 0 0  a t  
t h i s  t i m e ) .
The c o n f l i c t  a l s o  a r o s e  when p o s s i b l e  i d e a s  o f  e x p a n s i o n  
w e r e  d i s c u s s e d .  Some s h a r e h o l d e r s  w e r e  s u s p i c i o u s  o f  J a m e s  
F i n l a y ' s  m o t i v e s  f o r  such expans ion .  I n  1881 Mr. S te ven  o b j e c t e d  
t o  t h e  company  c a l l i n g  up t h e  l a s t  o f  t h e  u n c a l l e d  c a p i t a l ,  a t  
£30 p e r  s h a r e ,  t o  f i n a n c e  t h e  p u r c h a s e  o f  a n o th e r  m i l l .  Not on ly  
d i d  h e  f e e l  t h a t  t h i s  j e o p a r d i s e d  t h e  c r e d i t  s t a n d i n g  o f  a 
l i m i t e d  c o m p a n y  b u t  t h a t  o n  e x a m i n i n g  t h e  A r t i c l e s  o f  
A s s o c i a t i o n ,  he s u g g e s t e d  t h a t  t h e  company was c o n s t i t u t e d  i n  t h e  
i n t e r e s t  o f  " c e r t a i n  p a r t i e s "  r a t h e r  t h a n  t h a t  o f  t h e  
s h a r e h o l d e r s  a s  a w h o l e  (DM, 2 March 1881,  UGD 9 1 / 1 7 8 / 2 ) .  I n  
1893 Mr. W a ts o n ,  a n o n - J a m e s  F i n l a y  d i r e c t o r ,  o b j e c t e d  t o  t h e  
p o s s i b l e  e r e c t i o n  o f  a new m i l l  by i m p l y i n g  t h a t  t h e  o n l y  
b e n e f i c i a r i e s  o f  such a p l a n  would be James F i n l a y  (DM, 30 August 
1893, UGD 91/178 /4 ) .
The managing agency ag reem en t  F i n l a y  Muir  had w i t h  Champdany
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was  m o d i f i e d  o v e r  t i m e .  I n  I 878 R o b e r t  Ew ing ,  a p a r t n e r  i n  
F i n l a y  M u i r ,  p o i n t e d  o u t  t h a t  n o t  o n l y  w as  F i n l a y  M u i r  
r e s p o n s i b l e  f o r  goods d e l i v e r e d  b u t  a l s o  f o r  any d i f f e r e n c e  which 
may a r i s e  i n  t h e  p r i c e  o f  g o o d s  s o l d  b u t  u n d e l i v e r e d  o r  e v e n  
unmade .  The c l a u s e  (58 )  i n  t h e  A r t i c l e s  o f  A s s o c i a t i o n  s t a t e s  
t h a t  F i n l a y  M uir  " s h a l l  g u a r a n t e e  p a y m e n t  o f  t h e  p r i c e  o f  a l l  
goods s o l d  by them on b e h a l f  o f  t h e  company" (UGD 91/175) .  Ewing 
s u g g e s t e d  t h a t  F i n l a y  M u i r  s h o u l d  n o t  c a r r y  t h e  r i s k  o f  any 
f o r w a r d  c o n t r a c t s  and t h a t  t h e  e x p e c t e d  b e n e f i t s  o f  such a r i s k  
s h o u l d  be r e a p e d  by t h e  m a n u f a c t u r e r  a l o n e .  Ew ing ,  t h e r e f o r e ,  
s u g g e s t e d  t h a t  F i n l a y  Muir d e c r e a s e  t h e i r  commiss ion  t o  t h r e e  and 
a  h a l f  p e r  c e n t  o f  s a l e s  and t h a t  i t  shou ld  be c l e a r l y  unders tood  
t h a t  t h e y  shou ld  g u a r a n t e e  t h e  due payment  o f  a l l  goods d e l i v e r e d  
o n l y  (DM, 3 J u l y ,  I 878, UGD 9 1 /1 7 8 /1 ) .  Clause 58 i n  t h e  A r t i c l e s  
o f  A s s o c i a t i o n  was amended t o  r e a d  " th e y  s h a l l  g u a r a n t e e  payment  
o f  t h e  p r i c e  o f  a l l  g o o d s  s o l d ,  i n  so  f a r  a s  t h e s e  h a v e  b e e n  
d e l i v e r e d  by them on b e h a l f  o f  t h e  Company" (UGD 91/175) .
I n  I 889 t h e  m a n a g i n g  a g e n c y  c l a u s e  (58)  o f  t h e  A r t i c l e s  o f  
A s s o c i a t i o n  was f u r t h e r  changed t o  s e c u r e  F i n l a y  Muir ' s  p o s i t i o n  
a s  t h e  company's managing a g e n t s .  The c l a u s e  was changed so t h a t  
a  s p e c i a l  r e s o l u t i o n  was  now n e e d e d  t o  r e m o v e  F i n l a y  M uir  a s  
a g e n t s .  T h i s  a c t i o n  was  t a k e n  a s  t h e  company was  a b o u t  t o  s e e k  
q u o t a t i o n  on t h e  Glasgow S to c k  Exchange and t h e r e f o r e  F i n l a y  Muir 
f e l t  t h e y  s h o u l d  s e c u r e  g r e a t e r  p r o t e c t i o n  f o r  t h e i r  p o s i t i o n .  
F i n l a y  Muir f u r t h e r  m o d i f i e d  t h e i r  com miss ion  r a t e  i n  1902 when 
t h e y  d e c r e a s e d  i t  t o  two and a  h a l f  p e r  c e n t  o f  s a l e s .  This  r a t e  
o f  commiss ion s t a y e d  i n t a c t  u n t i l  t h e  company was r e g i s t e r e d  i n  
I n d i a  i n  1921.
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Commission Earned by Finlay Muir & Co. 
from Champdany's Agency
i t e Champ. Wgtn. T o ta l T o t a l % o f % Adj. Rebate
Cora’ n T o ta l f o r o f
Earned Com’ n Rebate Com’ n
£ £ £ £ £
884 1000
885 17 87 1457 3244 34 134 1 0 7 1 0 0 0
886 1809 1513 3322 34856 10 7 1000
887 2494 2131 4625 42678 11 10 500
888 3557 2 979 6536 42760 15 0 0
889 3730 3607 7337 50791 14 0 0
890 3063 2764 5827 49591 12 0 0
891 3883 3343 7226 47340 15 0 0
892 3166 3014 6180 52049 12 10 1000
893 4016 3544 7560 60292 13 0 0
894 - - - - - - 2000
895 3897 3070 6967 - - - 0
896 5319 3229 854 8 - - - 0
897 5887 3475 9362 - - - 0
898 5425 3591 9016 - - - 0
899 5474 2865 8339 - - - 0
900 5874 3265 9139 - - - 0
901 7076 4687 11763 54254 22 0 0
902 5397 3739 9136 50001 18 0 0
903 5326 3351 8677 - - - 0
904 5347 3387 8734 41009 21 0 0
905 5421 4987 10408 39256 25 0 0
906 5379 4930 10309 43010 24 9 6500
907 7050 6015 13065 49411 26 14 6000
908 6 870 5693 12563 35301 36 0 0
909 6300 4325 10625 27976 38 0 0
910 6078 4445 10523 41729 25 20 2000
911 5897 4298 10195 42169 24 10 6000
912 6627 4827 11454 54371 21 0
913 8766 5948 14714 - - - 0
914 9129 6312 15441 47409 32 0 0
915 6952 5050 12002 82677 15 0 0
916 10970 11447 22417 9 8267 23 0 0
917 10408 11971 22379 97519 23 0 0
918 10305 13273 23578 - - - 0
919 12946 19119 32065 - - - 0
920 12298 17546 29844 - - - 0
921 13356 17743 31099 - - - 0
Table 2
Source :  C o n s t r u c t e d  from Oiampdany J u t e  C o . , L td .  Annual 
Accounts  (UGD 91 /162 ,  163, 177/1)  and F i n l a y  Muir 
and C o . , Annual P r o f i t  and Loss  S t a t e m e n t s  (UGD 
91 /193 ,  195)
Notes :  F i n l a y  Muir  became James F i n l a y  & C o . , L td .  i n  1909
-  i n d i c a t e s  d a t a  was u n a v a i l a b l e
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The commiss ion  ea rned  by F i n l a y  Muir  & Co., f rom Champdany, 
a s  can be seen  from Table  2 ,  formed a c o n s i d e r a b l e  p r o p o r t i o n  o f  
t h e  t o t a l  commiss ion  income ea rned  by th e  C a l c u t t a  a g e n t s .  From 
t h e  f i g u r e s  a v a i l a b l e ,  t h e  commiss ion e a rned  from th e  Champdany 
Agency be tw een  1885 t o  1893 r e p r e s e n t e d  be tw een  t e n  pe r  cen t  t o  
f i f t e e n  p e r  c e n t  o f  t o t a l  comm iss ion  ea rned  by F i n l a y  Muir. I f  
a d j u s t e d  f o r  r e b a t e s  o f  comm iss ion ,  i t  s t i l l  r e p r e s e n t s  be tw een  
se ven  p e r  c e n t  t o  f i f t e e n  p e r  c e n t  o f  t o t a l  ea rne d  commiss ions .
Between 1901 and 1917 t h e  comm iss ions  ea rne d  from Champdany 
r e p r e s e n t e d ,  on  t h e  a v e r a g e ,  a h i g h e r  p r o p o r t i o n  o f  t h e  t o t a l  
commiss ion  income,  when compared t o  t h e  1885 t o  1893 p e r i o d .  The 
a v e r a g e  c o m m i s s i o n  e a r n e d  f r o m  Champdany f o r  t h i s  p e r i o d  i s  
around t w e n t y - f i v e  p e r  c e n t  o f  t o t a l  commiss ion  income.  Over i t s  
l i f e ,  Champdany b e c am e  m ore  a nd  m ore  i m p o r t a n t  a s  a s o u r c e  o f  
income f o r  F i n l a y  Muir.  F i n l a y  M uir ' s  most  s i g n i f i c a n t  sou rc e  o f  
i n c o m e  f ro m  t h e  1 8 8 0 ' s  o n w a r d s  w as  f ro m  t e a ;  h o w e v e r ,  j u t e  
i n t e r e s t s  was t h e  n e x t  m a jo r  i t e m .
The a g e n t s  d i d  s t e p  i n  on o c c a s i o n s  w i t h  a r e b a t e  o f  
c o m m i s s i o n  e i t h e r  f o r  m a k i n g  up a  d i v i d e n d  p a y m e n t  o r  f o r  
m i t i g a t i n g  a l o s s .  They d i d  t h i s  f o r  a l m o s t  h a l f  o f  t h e  
o p e r a t i n g  y e a r s  up t o  1894 b u t  t h e r e a f t e r  on ly  f o u r  t i m e s .  The 
l a c k  o f  a  d i s g r u n t l e d  m i n o r i t y  i n t e r e s t  and  t h e  i n c r e a s e d  
p r o f i t a b i l i t y  i n  t h e  1910's a r e  t h e  main  r e a s o n s  f o r  t h i s  f a l l .
T h e r e f o r e ,  Champdany J u t e  Co. Ltd. p rov ide d  F i n l a y  Muir  w i t h  
a s i g n i f i c a n t ,  r e g u l a r  c o m m i s s i o n  i n c o m e .  O t h e r  i n c o m e  f ro m  
f i n a n c e  f a c i l i t i e s  and i n s u r a n c e  a l s o  p rov ided  f u r t h e r  a d d i t i o n a l  
i n c o m e  t o  F i n l a y  M u i r .  T h i s ,  c o u p l e d  w i t h  J a m e s  F i n l a y ' s  
m a j o r i t y  i n v e s t m e n t  i n  t h e  company ,  m ea n t  t h a t  t h e  F i n l a y  
o r g a n i s a t i o n  was j u s t  a s  c o n c e r n e d  w i t h  l o n g  t e r m  s u r v i v a l  a s  
w i t h  h igh ,  r e g u l a r  d iv id e n d s .
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c. Company Management
F i n l a y  Muir  u s u a l l y  a l l o c a t e d  one o f  t h e i r  employees 
t o  have  p r im a r y  r e s p o n s i b i l i t y  f o r  s u p e r v i s i o n  o f  Champdany. In  
t h e  I 870*s t h i s  w a s  P. M u r r a y ,  one  o f  t h e  o r i g i n a l  p a r t n e r s  a t  
F i n l a y  M u i r .  R. W i l l i a m s o n ,  when p a s s i n g  t h e  m a n a g e m e n t  o f  
F i n l a y  M u i r  on  t o  t h e  n e x t  m a n a g e r  i n  1890,  c o m m e n ts :  " I  t h i n k  
you  w i l l  f i n d  i t  advan tageous  no t  t o  burden  Mr. Walker  i n  any way 
w i t h  any  w o rk  o t h e r  t h a n  t h a t  a p p e r t a i n i n g  t o  t h e  m i l l s "  
( I n s t r u c t i o n s ,  5 F e b r u a r y  1890 ,  UGD 9 1 / 1 0 9 / 3 ) .  He re c o m m e n d e d  
t h i s  because  t h e  manager  a t  W e l l i n g t o n  M i l l  was i n  need o f  c lo s e  
s u p e r v i s i o n .
I n  1895 when J o h n  M u i r  w e n t  t o  C a l c u t t a  he was  e x t r e m e l y  
c o n c e r n e d  a b o u t  t h e  l a c k  o f  r e s u l t s  a t  Champdany and  w a n t e d  a 
v e r y  c l o s e  w a t c h  k e p t  on t h e  company .  He s u g g e s t e d  t h a t  t h e  
Champdany d e p a r t m e n t  o f  F i n l a y  M u i r  w as  t h e  d e p a r t m e n t  " w h ic h  
b e y o n d  a l l  o t h e r s  r e q u i r e d  t h e  i m m e d i a t e  and  b e s t  a t t e n t i o n  o f  
t h e  managers"  ( F i n l a y  Muir  MM, 15 A p r i l  1895, UGD 91/110) .  Muir 
r e q u e s t e d  t h a t  h i s  s o n s ,  A. K. M u i r  and  J .  F. M u i r  d e v o t e  t h e i r  
s p e c i a l  a t t e n t i o n  t o  t h e  m i l l s  a n d  t h a t  t h e y  s h o u l d  go a s  
f r e q u e n t l y  as  p o s s i b l e  t o  i n s p e c t  t h e  m i l l s  and r e m a in  a t  e i t h e r  
one f o r  t h r e e  days a t  a t i m e  ( F i n l a y  Muir MM, 15 A p r i l  1895, UGD
91/ 110) .
The d i r e c t o r s  o f  t h e  company were v e ry  concerned  t h a t  F i n l a y  
M uir ' s  r o l e  be j u s t  a s u p e r v i s o r y  one and one o f  s im p ly  c a r r y i n g  
o u t  t h e i r  i n s t r u c t i o n s .  I n  1880 t h e  d i r e c t o r s  c e n s u r e d  F i n l a y  
M u i r  f o r  s e l l i n g  j u t e  g o o d s  w i t h o u t  G l a s g o w ' s  a p p r o v a l  (DM, 3 
3 M a r c h  1 8 8 0 ,  UGD 9 1 / 1 7 8 / 2 ) .  Mr.  L u k e ,  i n  1 8 8 8 ,  h a d  a 
d i s a g r e e m e n t  w i t h  F i n l a y  M u i r  o v e r  m a c h i n e r y  s u p p l i e d  by him
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w h i c h  a r r i v e d  a t  C a l c u t t a  i n  bad c o n d i t i o n .  They a l s o  had  
s e r i o u s  d i f f e r e n c e s  o f  o p i n i o n  a s  t o  new m achinery  t o  be s u p p l i e d  
t o  Champdany m i l l s  a t  t h a t  t im e .
The d i r e c t o r s  m e t  r e g u l a r l y  t o  d i s c u s s  t h e  a f f a i r s  o f  t h e  
company. They a lw ays  met  a t  l e a s t  once a month and more o f t e n  o r  
n o t  t h e y  m e t  e v e r y  two w e e k s .  They t o o k  r e g u l a r  t r i p s  t o  I n d i a  
t o  s u p e r v i s e  o p e r a t i o n s  d i r e c t l y .  G. B u r n e t t  and Muir  had o t h e r  
i n t e r e s t s  i n  I n d i a  so t h e y  u s u a l l y  went  f o r  an e x tended  p e r i o d  o f  
t i m e .  Mr. Luke w e n t  i n  1877 and  h i s  v i s i t  r e s u l t e d  i n  t h e  
r e s i g n a t i o n  o f  Mr. L e igh ton ,  t h e  Champdany manager,  who was no t  
p e r f o r m i n g  t o  Mr. L u k e ' s  s a t i s f a c t i o n .  I n  1 8 8 1 - 8 2  and  1882 -83  
Mr. M u i r ,  a s  C h a i r m a n  o f  t h e  b o a r d ,  v i s i t e d  t h e  m i l l s .  He was  
o b v i o u s l y  c o n c e r n e d  t o  s e e  t h a t  t h e  new m i l l  t h a t  had  b e e n  
p u rch a s e d ,  was o p e r a t i n g  and b e in g  managed s a t i s f a c t o r i l y .
The new m i l l ,  W e l l i n g t o n ,  had a manager  who had t o  answer  t o  
t h e  Champdany manager.  Th is  was a  cause  o f  c o n f l i c t  between  t h e  
two managers .  Muir  r e p o r t e d  t o  t h e  d i r e c t o r s  i n  1882 t h a t  one o f  
h i s  r e a s o n s  f o r  g o i n g  t o  I n d i a  was  t o  b r i n g  t h e  tw o  m a n a g e r s  
t o g e t h e r  t o  de ve lop  more ha rm on ious  a c t i o n  be tw een  them (DM, 18 
Octobe r  1882, UGD 9 1 / 1 7 8 /2 ) .  I n  1886 bo th  Luke and Muir  went  t o  
I n d i a  a n d  i n v e s t i g a t e d  t h e  day  t o  day r u n n i n g  o f  t h e  b u s i n e s s .  
They r e p o r t e d  b a c k  on  b o t h  m i l l s  a l o n g  w i t h  t h e  m a n a g e r s  who 
r e p o r t e d  on t h e i r  s e p a r a t e  m i l l s .  This  was one o f  t h e  few f o rm a l  
r e p o r t s  any o f  t h e  d i r e c t o r s  made on  r e t u r n i n g  f r o m  I n d i a .  
Wastage and j u t e  p u r c h a s i n g  were t h e  r e a l  concerns  r a i s e d  i n  t h e  
r e p o r t .  A u d i t i n g  p r o c e d u r e s  w e r e  d e v e l o p e d  t o  m o n i t o r  b o t h  
w a s t a g e  and t o  e n s u re  t h e  p r o p e r  r e c e i v i n g  o f  raw j u t e  i n t o  t h e  
f a c t o r y .  Another  i s s u e  was an ade qua te  sys tem o f  c o n t r o l  on t h e  
payment o f  wages t o  t h e  n a t i v e  worke rs .
Mr. Luke r e t u r n e d  t o  C a l c u t t a  i n  1888 and a g a in  i n  1893 w i th
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t h e  oha irm an  t o  examine t h e  m i l l s .  Th is  s t a r t e d  a  r e g u l a r  v i s i t  
e v e ry  y e a r  by John Muir (by t h i s  t i m e  S i r  John)  t o  I n d i a  t o  t a k e  
c o n t r o l  o f  F i n l a y  M u i r ’s  o p e r a t i o n s  and  t o  s u p e r v i s e  c l o s e l y  
Champdany’ s  o p e r a t i o n s .  H is  v i s i t s  s e e m e d  t o  s t o p  a r o u n d  1898 
when  Mr. C r a b b e ,  a f o r m e r  m a n a g e r ,  j o i n e d  t h e  b o a r d .  He was 
c o n s i d e r e d  a  good manager  who r e t i r e d  from Champdany i n  1888 when 
t h e  d i r e c t o r s  w o u l d  n o t  g i v e  him a c o m m i s s i o n  b a s e d  on g r o s s  
p r o f i t s  r a t h e r  t h a n  t h e  b a s i s  o f  d i v i d e n d s  d e c l a r e d  (DM, 3 
O c t o b e r  1888 ,  ÜGD 9 1 / 1 7 8 / 4 ) .  He was  s e n t  t o  I n d i a  i n  1898 w i t h  
t h e  hope t h a t ,  because  o f  h i s  p r i o r  management  o f  t h e  company, he 
w o u l d  be  a b l e  t o  p r o v i d e  a  n e e d e d  i n s i g h t  i n t o  t h e  day t o  day 
r u n n i n g  o f  t h e  company.  I n  h i s  r e p o r t  b a c k  t o  t h e  d i r e c t o r s  i n  
1899 he  em phas i sed  t h e  r e a r r a n g i n g  o f  m ach inery  i n  t h e  f a c t o r y  i n  
o r d e r  t o  b o t h  s a v e  l a b o u r  and  e n a b l e  e a s i e r  s u p e r v i s i o n  o f  t h e  
w o r k e r s .
W i t h  Mr. C r a b b e s ’s  d e a t h  i n  1900 ,  Mr. P h i l l i p s  j o i n e d  t h e  
boa rd  f rom  L i v e rp o o l  on t h e  b a s i s  o f  h i s  good knowledge o f  j u t e  
m a n u f a c t u r e  i n  C a l c u t t a .  A f t e r  v i s i t i n g  t h e  m i l l s  i n  I n d i a  i n  
1902, he  r e p o r t e d  t o  h i s  f e l l o w  d i r e c t o r s  t h a t  t h e  m i l l s  were a s  
p r o f i t a b l e  a s  t h e  b e s t  i n  C a l c u t t a .  I t  was t r u e  t h a t  compared t o  
o t h e r  m i l l s  Champdany h a d  a  good y e a r ,  p a y i n g  a n  e i g h t  p e r  c e n t  
d i v i d e n d  t o  i t s  s h a r e h o l d e r s .  However, t h i s  was no t  u s u a l l y  t h e  
ca se  ( s e e  Table  4 i n  S e c t i o n  C) and i n  1905, a f t e r  a n o th e r  v i s i t ,  
Mr. P h i l l i p s  was v e ry  concerned  abou t  t h e  c o s t  o f  p r o d u c t i o n  and 
s u g g e s t e d  t h e  p o s s i b i l i t y  o f  expanding  W e l l i n g t o n  m i l l s  so as  t o  
s p r e a d  f i x e d  c o s t s  (DM, 18 A p r i l  1905, UGD 91 /1 7 8 /5 ) .
I n  1906  t h e  d i r e c t o r s  w e r e  v e r y  c o n c e r n e d  w i t h  t h e  
e f f i c i e n c y  and l a c k  o f  p r o f i t a b i l i t y  o f  t h e  company,  t o  t h e  
e x t e n t  t h a t  t hey  commiss ioned  an in d e p e n d e n t  r e p o r t  on t h e  m i l l s .
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In  t h e  r e p o r t ,  Mr. Ashworth s u g g e s t e d  u p d a t i n g  t h e  m ach inery  and 
t h e  f a c t o r y  a t  Champdany m i l l .  The d i r e c t o r s ,  however ,  d id  no t  
a c t  on  t h e  r e p o r t  b e c a u s e  t h e  p r o p o s a l s  w e r e  t o o  c o s t l y .  They 
e s t i m a t e d  t h a t  t h e  r e p o r t ’s  s u g g e s t i o n s  a t  Champdany m i l l  would 
c o s t  a r o u n d  £ 6 0 0 ,0 0 0 .  T h i s  was t o o  c o s t l y  t o  e n t e r t a i n  a s  
f i n a n c e  f o r  such e xpa ns ion  could o n ly  come from a d e b e n tu r e  i s s u e  
o r  by s e l l i n g  o f f  W e l l i n g t o n  m i l l ,  n e i t h e r  o f  which was f e a s i b l e  
t o  t h e  d i r e c t o r s  (DM, 7 August  1906, UGD 9 1 /1 7 8 /5 ) .
The C h a i rm a n  v i s i t e d  t h e  m i l l s  i n  1907 and  a g a i n  i n  1909 
w i t h  Mr. P h i l l i p s .  The C h a i rm a n  s i n c e  1903 was Mr. A. K. M u i r ,  
t h e  son  o f  S i r  John Muir ,  who to o k  ove r  a f t e r  h i s  f a t h e r ’s dea th .  
T h e r e  was  t h e n  a  d e c a d e  o f  no d i r e c t o r s  v i s i t i n g  I n d i a .  The 
m i l l s  were  r e a s o n a b l y  p r o f i t a b l e  and a l s o  u nnecessa ry  t r a v e l  i n  
war  t i m e  was no t  recommended.
The d i r e c t o r s ’ m e e t i n g s  w o u ld  g e n e r a l l y  d i s c u s s  t h e  j u t e  
m a r k e t  a n d  w h a t  t h e i r  s t r a t e g y  s h o u l d  be c o n c e r n i n g  j u t e  
p u r c h a s e s  and s t o c k s ;  d i s c u s s i o n  on t h e  management  o f  t h e  m i l l s  
and t h e  p e r fo rm ance  o f  t h e  European s t a f f  and t h e  n a t i v e  s t a f f ;  
d i s c u s s i o n  c o n c e r n i n g  c a p i t a l  e x p e n d i t u r e ;  a n d  f i n a l l y ,  t h e y  
w o u l d  d i s c u s s  t h e  f i n a n c e  o f  t h e  company a nd  t h e  c u r r e n t  c a s h  
p o s i t i o n .
The d i r e c t o r s  r e q u e s t e d  a c c o u n t in g  i n f o r m a t i o n  f o r  a l o t  o f  
t h e i r  d i s c u s s i o n s .  They i n i t i a l l y  wanted  i n f o r m a t i o n  on s t o c k s  
a n d  c o s t s  w i t h i n  t h e  r a n g e  o f  j u t e  g o o d s .  The c a s h  p o s i t i o n ,  
however ,  was o f  ongo ing  i m p o r ta n c e  t o  them. This  was e s p e c i a l l y  
so t o  t h e  James  F i n l a y  d i r e c t o r s  as  James  F i n l a y  was c o n s t a n t l y  
p r o v i d i n g  work ing  c a p i t a l  f i n a n c e .  James F i n l a y  a l s o  g u a ra n t e e d  
c r e d i t  f a c i l i t i e s  g r a n t e d  by t h e  b a n k s  i n  I n d i a  and t h e  U n i t e d  
Kingdom.
I f  t h e  d i r e c t o r s  and F i n l a y  Muir were t h e  f i r s t  and second
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t i e r  o f  management  c o n t r o l ,  t h e  t h i r d  t i e r  was t h e  management  a t  
t h e  m i l l  l o c a t i o n s .  Management a t  bo th  t h e  m i l l s  c o n s i s t e d  o f  a 
g e n e r a l  and an a s s i s t a n t  manage r ,  a lo n g  w i t h  European m echan ics  
and  f o r e m e n .  G e n e r a l l y ,  no I n d i a n  was g i v e n  any p o s i t i o n  o f  
r e s p o n s i b i l i t y .  On one  o c c a s i o n ,  when  Luke r e t u r n e d  f r o m  
v i s i t i n g  I n d i a ,  he  s t a t e d  e x p l i c i t l y  t h a t  no n a t i v e  s h o u l d  be 
t r u s t e d  w i t h  a p o s i t i o n  o f  r e s p o n s i b i l i t y  ^ (DM, 16 F e b r u a r y  
1887, UGD 91 / 178/ 2 ). The Oiampdany m i l l  manager  was t h e  manager 
w i t h  o v e r a l l  c o n t r o l  which m ean t  t h e  W e l l i n g t o n  manager  had t o  
a n sw er  t o  t h e  Champdany manager.  Th is  proved  t o  be a  m a t t e r  o f  
r e a l  t e n s i o n  a t  t i m e s .  The W e l l i n g t o n  m a n a g e r  r e s e n t e d  t h e  
Champdany m a n a g e r  f o r  h a v i n g  a ny  c o n t r o l  o v e r  h i m ,  e s p e c i a l l y  
when W e l l i n g t o n  was o f t e n  more p r o f i t a b l e  t h a n  Champdany.
d. Finance Considerations
At t h e  s t a r t  t h e  b u s i n e s s  was  f i n a n c e d  by t h e  
s h a r e h o l d e r s ’ c a p i t a l  u n t i l  i t  was a l l  c a l l e d  up i n  1881, and by 
c r e d i t  f a c i l i t i e s  a r r a n g e d  from t r a d i n g  and m erchan t  banks.  In  
1881 t h e  d i r e c t o r s  n o t e d  t h a t  t h e  c o s t  o f  f i n a n c e  was  a r o u n d  
5.54%. I n  1882 ,  1886 ,  and  1895 t h e  J a m e s  F i n l a y  d i r e c t o r s  w e r e  
concerned  w i t h  t h e  l a r g e  i n d e b t e d n e s s  t o  James F i n l a y  & Co. They 
asked  t h e  s h a r e h o l d e r s  t o  i n v e s t  i n  1886 w i t h  t h e  hope o f  g e t t i n g  
a r o u n d  £ 3 0 , 0 0 0 ;  h o w e v e r ,  t h e y  r e c e i v e d  o n l y  £1200 .  I n  1889 t h e  
d i r e c t o r s  de c ide d  t o  o b t a i n  t h e  q u o t a t i o n  o f  t h e  company on t h e  
Glasgow S t o c k  Exchange; however ,  no r e a l  m ark e t  deve loped  f o r  t h e  
c om pany’s  s h a r e s .
By t h e  1 9 0 0 ’s t h e  company had  o b t a i n e d  i n c r e a s e d  c r e d i t  
f a c i l i t i e s  and th rough  banks backed by James F i n l a y ’s  g u a ra n t ee .  
I n  t h e  1890’s t h e r e  was concern  ove r  t h e  l a c k  o f  d i v id e n d s  so the
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d i r e c t o r s  p r o p o s e d  a  d e b e n t u r e  i s s u e  w i t h  t h e  i d e a  o f  g i v i n g  a 
r e g u l a r  r e t u r n  t o  i n t e r e s t e d  s h a r e h o l d e r s .  A p p l i c a t i o n s ,  
h o w e v e r ,  w e r e  a r o u n d  £ 1 0 0 ,0 0 0  ( h a l f  t h e  s h a r e  c a p i t a l )  so  t h e  
d i r e c t o r s  a b a n d o n e d  t h e  s c h e m e  a s  t h i s  r e p r e s e n t e d  t o o  h i g h  a 
p r o p o r t i o n  o f  t h e  c a p i t a l .  I n  1897 a s h a r e  t r u s t  was s e t  up 
w h i c h  t u r n e d  £ 2 8 ,9 0 0  o f  t h e  s h a r e  c a p i t a l  i n t o  p r e f e r e n c e  
c a p i t a l .  Around 1900 t h e  d i r e c t o r s  i n v e s t i g a t e d  r a i s i n g  
d e b e n t u r e  c a p i t a l  i n  I n d i a .  How ever ,  t h e  s c h e m e  was  a b a n d o n e d  
when  F i n l a y  M uir  s u g g e s t e d  i t  was  n o t  a n  a p p r o p r i a t e  t i m e  t o  
r a i s e  c a p i t a l  i n  C a l c u t t a .
I n t e r n a l  f i n a n c i n g  was i n  t h e  f o r e f r o n t  o f  t h e  James  F i n l a y  
d i r e c t o r s .  They w e r e  j u s t  a s  c o n c e r n e d  f o r  t h e  l o n g  t e r m  
s u r v i v a l  o f  t h e  company as  a  r e g u l a r  d iv id e n d  payment.  Th is  was 
a  c o n s i d e r a t i o n  d u r i n g  t h e  c o n f l i c t s  o f  t h e  I 8 8 0 ’s  a nd  I 8 9 0 ’ s 
ove r  d iv id e n d  payments  and was v e r y  e v i d e n t  d u r in g  t h e  e a r l y  war  
y e a r s  when  d i r e c t o r s  p l o u g h e d  b a c k  a  l a r g e  a m o u n t  o f  t h e  
p r o f i t s  t o  p r o v i d e  f o r  e a r l i e r  e x p a n s i o n  a t  t h e  m i l l s  -  
e s p e c i a l l y  a t  W e l l i n g t o n .
The c a se  s tu d y  w i l l  now examine  t h e  I n d i a n  j u t e  i n d u s t r y  and 
Champdany’s  p o s i t i o n  i n  i t .
3 .  Champdany and th e  In d ian  J u te  Indu stry
The Champdany m i l l  was one o f  f i v e  m i l l s  s t a r t e d  i n  1874. 
I t  was t h e  s t a r t  o f  a r e a l  boom i n  t h e  j u t e  i n d u s t r y .  E ig h t  more 
m i l l s  s t a r t e d  i n  1 875 a nd  t h e  num ber  o f  l o o m s  i n c r e a s e d  a l m o s t  
o v e r n i g h t  f r o m  1 , 2 5 0  ( r e p r e s e n t i n g  f o u r  m i l l s )  t o  3 , 5 0 0  
( B u c h a n a n ,  1966 ,  p.  2 4 3 ) .
J u t e  m a n u f a c t u r in g  had s t a r t e d  i n  Dundee i n  t h e  1830’s w i th  
one  o f  i t s  m a in  s o u r c e  o f  r a w  j u t e  s u p p l i e s  b e i n g  f ro m  I n d i a .  
H ow e ver ,  i n  t h e  1 850’s some e n t e r p r i s i n g  S c o t s  d e c i d e d  t o
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m a n u f a c t u r e  j u t e  w h e r e  I t  w as  p r o d u c e d .  I n  1859 t h e  B o rn e o  
Company’s  m i l l  s t a r t e d  s p i n n i n g  and power weav ing .  Th is ,  and t h e  
o t h e r  e a r l y  m i l l s ,  became v e r y  p r o f i t a b l e  and l e d  t o  an upsurge  
o f  i n v e s t m e n t  i n  j u t e .  The 1870’s  i n v e s t m e n t  boom came p r i m a r i l y  
f rom S c o t t i s h  bus inessm en  and i n  f a c t ,  t h e  I n d i a n  j u t e  t r a d e  and 
i n d u s t r y  w as  d o m i n a t e d  by S c o t t i s h  i n v e s t m e n t  r i g h t  up t o  t h e  
1930*s .  T o m l i n s o n  h a s  s t a t e d  t h a t  " t h e  j u t e  t r a d e  a n d  i n d u s t r y  
o f  Bengal  i s  o f t e n  r e g a r d e d  as  t h e  a r c h e t y p a l  e x p a t r i a t e  b u s i n e s s  
s e c t o r "  ( I 9 8 I ,  p .  4 6 7 ) .  ^ The e x p a t r i a t e  f i r m s  n o t  o n l y  
c o n t r o l l e d  t h e  p r o c e s s i n g  o f  j u t e  bu t  a l s o  dom in a te d  t h e  e x p o r t s
il
o f  t h e  raw  m a t e r i a l  t o  m a n u f a c t u r i n g  c e n t r e s  abroad .
The h i s t o r y  o f  t h e  j u t e  i n d u s t r y  from t h e  1870’s  onwards i s  
one  o f  p r o d u c t i o n  c o n s t a n t l y  o u t s t r i p p i n g  dem and .  U n t i l  t h i s  
t i m e  t h e  p r o d u c t s ,  a l l  g unny  b a g s  u s e d  f o r  p a c k i n g  r i c e ,  w h e a t ,  
and  s u c h  l i k e ,  ha d  b e e n  s o l d  i n  I n d i a  and  Burma b u t  w i t h  
i n c r e a s e d  c a p a c i t y  t h e r e  was t h e  need t o  deve lop  new m ark e t s  and 
p r o d u c t s .  Qiampdany, t h e r e f o r e ,  e n t e r e d  t h e  i n d u s t r y  a t  a t im e  
o f  r a p i d  o v e r - e x p a n s i o n .  I n  t h e  seven  y e a r s  a f t e r  1875 o n ly  one 
new m i l l  was s t a r t e d .  Then came b e t t e r  m a r k e t s  ab road  and f i v e  
new m i l l s  were  e r e c t e d  i n  t h e  t h r e e  y e a r s  be tw een  1882 t o  1885. 
However, t h e  exp a n s io n s  s i n c e  1875 had n e a r l y  doubled  t h e  looms 
( s e e  Tab le  3) and t h e r e  was a s e r i o u s  d e p r e s s i o n  i n  t h e  i n d u s t r y  
(Buchanan,  1966, p .  2 44 ) .
I n  an  e f f o r t  t o  r e g u l a t e  o u t p u t ,  t h e  I n d i a n  J u t e  M i l l s  
A s s o c i a t i o n  (IJMA) was formed i n  1884. Tomlinson (1981, p. 467) 
h a s  d e s c r i b e d  t h i s  a s  one  o f  t h e  m o s t  p o w e r f u l  a nd  e f f e c t i v e  
m a n u f a c t u r e r s ’ a s s o c i a t i o n s  i n  I n d ia .  I t  r e g u l a t e d  p r o d u c t i o n  by 
t h e  n u m b e r  o f  h o u r s  w o r k e d  i n  e a ch  m i l l  and by d i s c o u r a g i n g  
e x t e n s i o n s  o r  new m i l l s  e x c e p t  i n  t i m e s  o f  f a v o u r a b l e  m a r k e t
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c o n d i t i o n s .  5
In crea se  In  Number o f  J u te  Looms 
1877 to  1922
Year Sa c k ing  Hess ian  T o ta l
A p r i l  1877 2 ,9 4 6  910 3 ,8 6 8
December 1885 4 ,9 0 0  1,800 6 ,700
J a n u a r y  1890 5 ,359  2 ,3 00  7,659
December 1895 6 ,584  3,117  9,701
J a n u a r y  1901 8,613  6 ,6 00  15,213
J a n u a r y  1905 9 ,736 11,409 21 ,195
J a n u a r y  1910 13,421 18,334 31,755
J a n u a r y  1915 15,751 22 ,603  38,364
J a n u a r y  1920 15,124 24 ,353  40,367
J a n u a r y  1921 16 ,445  24 ,453  40,396
Table 3
S o u r c e :  Taken from D.H. Buchanan,  The Development  o f
C a p i t a l i s t i c  E n te rp r ise  i n  In d ia ,  London: Frank 
Cass & Co. ,  1966 , p . 245.
I n i t i a l l y ,  when  t h e  IJMA w a s  f i r s t  t a l k e d  a b o u t  i n  A u g u s t  
1884, t h e  d i r e c t o r s  o f  Champdany th o u g h t  i t  b e s t  t o  s t a y  a l o o f  o f  
t h e  a s s o c i a t i o n .  I n  f a c t ,  t h e  d i r e c t o r s  n o t e d  t h a t  t h e  IJMA 
seemed t o  have c o l l a p s e d  i n  March 1885, a f t e r  f a i l u r e  to  a g re e  on 
a  p r i c e  f i x i n g  a g r e e m e n t  (DM, 4 March 1885 ,  UGD 9 1 / 1 7 8 / 2 ) .  
However, d i s c u s s i o n  c o n t in u e d  among t h e  m i l l  r e p r e s e n t a t i v e s  i n  
t h e  U n i ted  Kingdom, both i n  Dundee and London. A f t e r  d i f f i c u l t  
n e g o t i a t i o n s  t h e  d i r e c t o r s  s i g n e d  a s h o r t - t i m e  a g r e e m e n t  i n  
D ecem ber  1885 ,  r e s t r i c t i n g  t h e  m i l l  t o  a  f o u r  day w o r k i n g  week  
(DM, 23 December 1885, UGD 9 1 /1 7 8 /2 ) .
The w o r k i n g - t i m e  a g r e e m e n t  a r r i v e d  a t  by t h e  IJMA was 
a dhered  t o  by the  i n d i v i d u a l  m i l l s  f o r  most o f  the  p e r io d  under 
d i s c u s s i o n  i n  t h i s  s t u d y .  B a g c h i  c om m e n ts  t h a t  " w i t h i n  t h e  
l i m i t s  Imposed by t h e  e n t r y  o f  newcomers ,  t h e  IJMA d id  o p e r a t e  a 
q u a s l - m o n o p o l l s t l c  body f o r  mos t  o f  t h e  p e r i o d  o f  I t s  e x i s t e n c e "
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( 1 9 7 2 ,  p. 2 7 0 ), Mr. W i l l i a m s o n ,  t h e  r e t i r i n g  m a n a g e r  i n  c h a r g e  
a t  C a l c u t t a ,  s t a t e d  i n  1890 i n  a d v i c e  t o  t h e  i n c o m i n g  m a n a g e r ,  
t h a t  he s h o u l d  c o n t i n u e  t o  s u p p o r t  t h e  IJMA. He s t a t e s  " a f t e r  
a l l  i s  s a i d  and done  i t  i s  t h e  o u t p u t  o f  g o o d s  t h a t  i s  r e a l l y  a t  
t h e  bot tom o f  good o r  bad t r a d e  -  I  mean t h a t  t h e  demand must  
n o t  be  g r e a t l y  o v e r s u p p l i e d  i f  y o u  a r e  t o  m a k e  p r o f i t s "  
( I n s t r u c t i o n s ,  5 F e b r u a r y  1890, UGD 9 1 /109 /3 ) .
M i l l  w o r k i n g  h o u r s  f l u c t u a t e d  b e t w e e n  s e v e n t y - f i v e  and  
n i n e t y  b e f o r e  t h e  F i r s t  World War w i t h  t h e  e x c e p t i o n  o f  1910 and 
1911, when t h e  ave rage  h o u r s  worked p e r  week by m i l l s  was around 
f o r t y - e i g h t  h o u r s .  D u r i n g  t h i s  p e r i o d  some m i l l s  f a i l e d  t o  
a d h e r e  t o  t h e  s h o r t - t i m e  a g r e e m e n t ,  s i n c e  some m i l l s  h a d  b e e n  
c a u g h t  w i t h  h i g h  q u a n t i t i e s  o f  s t o c k  b o u g h t  a t  h i g h  p r i c e s  and  
c o n s e q u e n t ly  found i t  d i f f i c u l t  t o  c u r t a i l  p r o d u c t i o n  by working  
s h o r t - t i m e  ( B a g c h i ,  1972 ,  p. 2 7 0 ) .  Champdany,  h o w e v e r ,  a d h e r e d  
t o  t h e  s h o r t - t i m e  ag reem en t  a t  t h i s  t i m e  and a g g r e g a t e  p r o d u c t i o n  
o v e r a l l  was  s t i l l  e f f e c t i v e l y  c u r t a i l e d  and  t h e  j u t e  m a r k e t  
r e c o v e r e d  a g a i n .
B e f o re  t h e  F i r s t  World War, more t h a n  h a l f  t h e  raw j u t e  
p roduced  i n  I n d i a  was e x p o r t e d  t o  f o r e i g n  c o u n t r i e s ,  p a r t i c u l a r l y  
t h o s e  o f  c o n t i n e n t a l  E u r o p e  and t h e  USA. When t h e  w a r  came t h e  
c o n t i n e n t a l  m a r k e t s ,  i n c l u d i n g  t h e  U n i ted  Kingdom, were c u t  o f f ,  
w h i c h  m e a n t  a d r a s t i c  d r o p  i n  demand f o r  r a w  j u t e .  T h i s  
s i t u a t i o n ,  coupled w i t h  t h e  s h o r t a g e  o f  s h i p p i n g ,  r e s u l t e d  i n  raw 
j u t e  p r i c e s  f a l l i n g .  Y e t ,  a s  t h e  w a r  b e g a n ,  t h e  C a l c u t t a  j u t e  
m i l l s  h a d  p r a c t i c a l l y  a  c a p t i v e  s u p p l y  o f  j u t e  and  a v i r t u a l  
monopoly on j u t e  m a n u f a c tu r in g .  I f  t h e r e  was a d r a s t i c  drop in  
demand  f o r  r aw  j u t e ,  t h e  o p p o s i t e  m o vem e n t  was t a k i n g  p l a c e  i n  
j u t e  m a n u f a c t u r e s  as  t h e  w a r  demand f o r  s a n d b a g s ,  c a n v a s .
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c o r n s a c k s ,  e t c .  i n t e n s i f i e d .  T h i s  r e s u l t e d  i n  t h e  J u t e  m i l l s  
m a k i n g  p h e n o m e n a l  p r o f i t s  d u r i n g  t h e  war  and  t h e  d i v i d e n d s  
d e c l a r e d  ve ry  h igh by any s t a n d a r d  ( I n v e s t o r s  I n d i a n  Year Book. 
1921) .
W h i l e  t h e  w a r  e n a b l e d  t h e  I n d i a n  j u t e  i n d u s t r y  t o  g e t  a 
b r e a k  on i t s  o v e r s e a s  c o m p e t i t o r s ,  i t  d i d  s t a r t  t o  end  t h e  
he gemonic  c o n t r o l  o f  e x p a t r i a t e  f i r m s .  The e f f e c t i v e n e s s  o f  t h e  
IJMA was e roded  by t h e  e x i s t e n c e  o f  a number o f  m i l l s  o u t s i d e  t h e  
A s s o c i a t i o n ,  m o s t l y  I n d i a n  f i r m s ,  w i t h  t h e  r e s u l t  t h a t  t h e  
f u n d a m e n ta l  prob lem o f  o v e r - c a p a c i t y  l a c k e d  an o v e r a l l  s t r a t e g y  
o f  c o n t r o l .  A l s o ,  c u l t i v a t o r s  o f  j u t e  w e r e  w i l l i n g  t o  h o l d  up 
t h e  crop t o  e n s u re  b e t t e r  p r i c e s  and I n d i a n  m erc h an t s  o p e r a t e d  a 
f u t u r e s  m a r k e t  i n  j u t e  and j u t e  goods which a f f e c t e d  t h e  demand 
f o r  j u t e  g o o d s  ( B a g c h i ,  1972 ,  p. 278 ;  T o m l i n s o n ,  1981 ,  pp.  4 6 8 -  
4 7 1 ) .
Bagchi  no t e s  t h a t  t h e  j u t e  i n d u s t r y  had an a l m o s t  unbroken 
r u n  o f  p r o s p e r i t y  f rom 1895 onwards.  For good companies ,  such as  
B u d g e - B u d g e ,  Howrah,  F o r t  G l o s t e r ,  S t a n d a r d  a nd  U n io n ,  t h e  
a v e ra g e  r a t e  o f  d iv id e n d  exceeded  t w e lv e  p e r  c e n t  f o r  t h e  y e a r s  
f r o m  1901 t o  1910 ( I n v e s t o r s  I n d i a n  Year  Book. 1911 ,  p . 71) .  
C h a m p d a n y ’ s  a v e r a g e  d i v i d e n d  f o r  a s i m i l a r  p e r i o d  w a s  
b a r e l y  t h r e e  p e r  cen t .  Table  4 shows Champdany’s  d iv id e n d  r a t e  
f o r  t h e  p e r i o d  1877 t o  1921 compared t o  t h r e e  companies  no ted  f o r  
t h e i r  p r o s p e r i t y  d u r i n g  t h e s e  y e a r s .
The l a c k  o f  a good d iv id e n d  r a t e  was a s o u rc e  o f  a lm o s t  
c o n t i n u a l  c o n f l i c t  among some s h a r e h o l d e r s  i n  Champdany. From 
T a b l e  4 i t  c a n  be s e e n  t h a t  t h e r e  w e r e  some l e a n  y e a r s  w h i c h  
i n c l u d e d  f o u r t e e n  y e a r s  when  no d i v i d e n d  was d e c l a r e d  a t  a l l .
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D ividend Rate Paid by Champdany and 
Three Other M il ls ,  1875 to  1921
Year Budge Budge F o r t  G l o s t e r  Gourepore Champdany
Reg 'd  1873 Reg’ d 1874 Reg'd 1876 Reg'd 1873
1875 - - - 7.5
1876 - - - 4
1877 - 7 - 6
1878 - 4 - 7 .5
1879 - 0 - 6
1880 — 0 — 4
1881 11.25 0 - 4
1882 2 1 .2 5 10 - 10
1883 17.50 5 - 10
1884 2 . 5 0 0 3 4
1885 0 0 0 0
1886 0 0 3 0
1887 5 0 12 0
1888 10 0 20 4
1889 10 7 17 5
1890 12 .50 9 14 10
1891 32 .50 13.50 13 7
1892 10 5 8 2 . 5
1893 13.75 6 10 5
1894 10 3 10 0
1895 18 20 16 0
1896 8 7 6 0
1897 4 13 0 0
1898 13 17.50 10 0
1899 8 8 10 0
1900 9 7 10 0
1901 17 7 10 5
1902 10 8 10 8
1903 7 .5 0 8 10 2 . 5
1904 14 10 10 0
1905 14 17 14 2 . 5
1906 18 25 12 0
1907 25 18 12 0
1908 20 10 12 4
1909 20 10 10 2 .5
1910 20 10 10 2 .5
1911 4 5 0 0
1912 4 13 20 4
1913 8 15 30 10
1914 7 . 5 0 10 5 6
1915 16 55 50 6
1916 70 90 90 20
1917 65 62 .30 60 45
1918 215 180 300 45
1919 110 150 220 70
1920 132.50 200 250 80
1921 45 6 2 .5 0 20 30
Table 4
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S ource :  Champdany J u t e  Company’ s Annual Account s ,  ÜGD
91 /161 ,  163,  177/1 ;  and D. H. Buchanan, The 
£g-ygl<?pmgnt OL C a p i t a l i s t i c  E n t e r p r i s e  l u  I n d i a ,  
London: F rank  Cass & Co. ,  1966,  pp.  251-252 .
The p e r i o d  o f  I 89O t o  1910 was p a r t i c u l a r l y  poor .  In  t h e  1890’s 
t h e  l a c k  o f  good d iv id e n d s  p r e c i p i t a t e d  a c o u r t  case  i n  which th e  
m i n o r i t y  s h a r e h o l d e r s  b ro u g h t  an  a c t i o n  a g a i n s t  t h e  d i r e c t o r s  o f  
Champdany. Th is  c a se  w i l l  be examined i n  d e t a i l  i n  S e c t i o n  C o f  
t h e  case  s t u d y ;  however ,  i t  i s  i n t e r e s t i n g  t o  n o t e  how a c c o u n t in g  
methods  sha rp e n e d  and d e f i n e d  t h e  c o n f l i c t ,  e s p e c i a l l y  t h e  a r e a s  
o f  e x c h a n g e  and  d e p r e c i a t i o n ,  and  made v i s i b l e  t h e  p o s s i b l e  
c o n f l i c t s  o f  i n t e r e s t  i n h e r e n t  i n  t h e  m a n a g i n g  a g e n c y  s y s t e m .  
F i n l a y  M u i r  c e r t a i n l y  b e n e f i t e d  f r o m  Champdany i n  t h e  f o rm  o f  
com m iss ions  on s a l e s  o f  goods;  however ,  t h e y  too  were concerned  
abou t  t h e  l a c k  o f  a  s a t i s f a c t o r y  r e t u r n  t o  s h a r e h o l d e r s .
I n  S e p t e m b e r  1893 ,  J a m e s  F i n l a y ,  i n  a  l e t t e r  t o  t h e  
s h a r e h o l d e r s ,  o f f e r e d  som e  r e a s o n s  a s  t o  t h e  p o o r  r e s u l t s  o f  
Champdany. They f e l t  t h a t  such a  s t a t e m e n t  was n e c e s s a r y  be cause  
t h e y  no t  o n ly  managed t h e  f i r m  i n  I n d i a  b u t  a l s o  managed two t e a  
companies  which i n  t h e  l a s t  f o u r  y e a r s  p a i d  an a ve ra ge  d iv id e n d  
o f  t w e l v e  p e r  c e n t  and a j u t e  p r e s s i n g  company which  p a id  f i f t e e n  
p e r  c e n t  ove r  a  tw e n ty  y e a r  p e r i o d .
I n  t h e  l e t t e r  t h e y  s u g g e s t e d  t h a t  t h e  l a n d  Mr. B u r n e t t  
c h o s e  f o r  t h e  e r e c t i o n  o f  t h e  m i l l  was  e x c e p t i o n a l l y  u n h e a l t h y  
due t o  i t s  swampy c o n d i t i o n s  and s t a g n a n t  w a t e r .  Th is  meant  t h a t  
an ad e q u a te  s upp ly  o f  l a b o u r  was never  r e a l l y  s e cu re d .  Secondly,  
t h e  s t y l e  o f  b u i l d i n g  e r e c t e d  by Mr. B u r n e t t  w as  u n n e c e s s a r i l y  
t o o  e x p e n s i v e .  The w a l l s  w e r e  b u i l t  t h r e e  t o  f o u r  f e e t  h i g h e r  
th a n  was n e c e s s a ry .  James F i n l a y  a l s o  s t a t e d  t h a t  t h e  machinery 
was pu rch a s e d  when i t  was h i g h l y  p r i c e d .  The ave rage  d iv idend  to  
I 893 was around f i v e  p e r  c e n t .  James F i n l a y  s t a t e d  t h a t  t h i s  may
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h a v e  b e e n  f i n e  f o r  a  S c o t t i s h  i n v e s t m e n t ,  b u t  i t  was n o t  
s a t i s f a c t o r y  f o r  a t r a d i n g  company i n  I n d i a  (DM, UGD 91 /178 /4 ) .
James F i n l a y  s t a t e d  t h e s e  f a c t s  t o  s u p p o r t  t h e  e r e c t i o n  o f  a 
new m i l l ,  t o  which t h e  s h a r e h o l d e r s  were opposed.  This  bad s t a r t  
t o  t h e  company seemed t o  p l ag u e  t h e  r e s u l t s  t h rough  t h e  l i f e  o f  
t h e  company .  Yet ,  J a m e s  F i n l a y  was a l s o  k e e n  t o  i m p r o v e  i t s  
m a n a g e r i a l  pe r fo rm ance .
The f o r t u n e s  o f  i n d i v i d u a l  m i l l s  depended t o  a  l a r g e  e x t e n t  
o n  t h e  m a n a g e m e n t  o f  s t o c k s  o f  r a w  j u t e  a n d  o f  j u t e  
m a n u f a c t u r i n g .  The I n v e s t o r s  I n d i a n  Year  Book s t a t e s  t h a t  " i n  
t h e  w ork ing  o f  a j u t e  m i l l  t h e r e  a r e  t h r e e  d i s t i n c t  o p e r a t i o n s ,  
t h e  buy ing  o f  t h e  raw j u t e ,  i t s  m a n u f a c t u r e  i n t o  f a b r i c s  and the  
s a l e s  o f  t h o s e  f a b r i c s .  Of t h e s e  o p e r a t i o n s  t h e  f i r s t  and  l a s t  
a r e  t h e  most  i m p o r t a n t  and r e q u i r e  t h e  e x e r c i s e  o f  much judgem ent  
and  f o r e s i g h t "  ( 1 9 1 1 ,  p.  6 8).
When S i r  J o h n  M u i r  v i s i t e d  I n d i a ,  h e  was  a c u t e l y  a w a r e  o f  
t h i s  f a c t .  I n  F e b r u a r y ,  1 8 9 5 ,  S i r  J o h n  r e f e r r e d  t o  t h e  
u n s a t i s f a c t o r y  r e s u l t s  o f  t h e  p r e v i o u s  two y e a r s ,  and t h e  need t o  
t a k e  u t m o s t  c a r e  i n  t h e  f u t u r e  s o  t h a t  t h e  r e s u l t s  may a t  l e a s t  
e q u a l  t h e  a v e r a g e  o f  t h e  o t h e r  C a l c u t t a  j u t e  m i l l s .  He 
i n s t r u c t e d  t h e  m a n a g e r  i n  c h a r g e  a t  F i n l a y  M u i r  t o  g i v e  h i s  
s p e c i a l  a t t e n t i o n  t o  t h e  s u p e r v i s i o n  o f  t h e  p u r c h a s i n g  o f  j u t e  
and  t h e  s a l e s  o f  goods  ( F i n l a y  M u i r  MM, 5 March 1895,  UGD 
91/ 110).
The p r i c e s  o f  j u t e  v a r i e d  g r e a t l y  b e t w e e n  t h e  i m m e d i a t e  
p o s t - h a r v e s t  months and t h e  im m ed ia te  p r e - h a r v e s t  ones ,  and they  
a l s o  v a r i e d  enormous ly  from one y e a r  t o  t h e  next .  The a b i l i t y  to  
buy r a w  j u t e  a t  t h e  r i g h t  t i m e s  and  i n  t h e  r i g h t  q u a n t i t i e s  was 
an i m p o r t a n t  f a c t o r  I n f l u e n c i n g  t h e  p r o f i t a b i l i t y  o f  t h e  m i l l s .
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F or  t h i s  r e a s o n  t h e  m i l l s  w e r e  v e r y  c o n c e r n e d  a b o u t  t h e  
r e l i a b i l i t y  o f  t h e  annua l  j u t e  f o r e c a s t s  made by t h e  Government  
o f  Bengal  (B agch i ,  1972, p .  271 ) .
J u t e  b u y i n g  and  s e l l i n g  w a s  c o n t i n u a l l y  on t h e  a g e n d a  o f  
d i r e c t o r s ’ m ee t ings  i n  Glasgow. F i n l a y  Muir  had the  t a s k  o f  
b u y i n g  a nd  s e l l i n g ,  y e t  u l t i m a t e  b u y i n g  p o l i c y  and c o n t r o l  was 
made a n d  e x e r c i s e d  f r o m  G la s g o w .  T h i s  h i g h l i g h t s  a p o s s i b l e  
i n e f f i c i e n c y  o f  t h e  m a n a g i n g  a g e n c y  s y s t e m ,  c o u p l e d  w i t h  
d i r e c t o r s  who wanted t o  v i r t u a l l y  c o n t r o l  day t o  day o p e r a t i o n s  
f r o m  s u c h  d i s t a n c e .  Time and  t i m e  a g a i n  t h e  d i r e c t o r s  ga v e  
F i n l a y  M u i r  d i s c r e t i o n  i n  j u t e  b u y i n g  a n d  s e l l i n g .  How ever ,  
d i r e c t o r s  a p p e a r e d  t o  l a c k  u l t i m a t e  t r u s t  i n  F i n l a y  M u i r ’ s 
a b i l i t y  and revoked  t h e  d i s c r e t i o n a r y  powers  a s  r e g u l a r l y  as  they  
were  g iven.
T h e s e  t i g h t  m a r k e t  c o n d i t i o n s  p u t  a  l o t  o f  e a r l y  s t r a i n  on 
a c c o u n t i n g  i n f o r m a t i o n  on s t o c k s  and, because  o f  t h e  v o l a t i l i t y  
i n  t h e  m a r k e t ,  on s t o c k  v a l u a t i o n s .  The d i r e c t o r s  w e r e  a l w a y s  
c o n c e r n e d  w i t h  o v e r s t o c k i n g  a nd  t h e  c o r r e c t  t i m e  t o  buy j u t e .  
The v o l i t i l i t y  o f  t h e  m a r k e t  c a n  be s e e n  f ro m  t h e  f o l l o w i n g  
e n t r i e s  i n  t h e  d i r e c t o r s ’ m in u t e s  (DM, UGD 91 /178 /2 ) :
1 9 - 1 1 - 7 9  S i x  mon th s ’ supp ly  o f  j u t e  on hand
7 -  1 -  80 Stop j u t e  p u r c h a s e s  ( i . e .  F i n l a y  Muir)
18 -  2 - 8 0  Some m i l l s  c l o s i n g  because  cannot  g e t  j u t e
3 - 1 1 - 8 0  Want F i n l a y  M uir ’ s  views  on a  p o s s i b l e  j u t e  
s h o r t a g e
2 3 - 1 1 - 8 1  Concerned w i th  ove r  s t o c k i n g
11 -  8 - 8 2  Low j u t e  p r i c e s
F i n l a y  Muir  a t t r i b u t e d  t h e  bad r e s u l t s  f o r  t h e  y e a r s  end ing  
30 th  A p r i l ,  1893 and 30th A p r i l ,  1894 t o  be in g  m ain ly  due to  the
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" a b s e n s e  o f  a s o u n d  p o l i c y  i n  t h e  l a y i n g  i n  o f  j u t e  d u r i n g  t h e  
b e s t  o f  t h e  s e a s o n  o f  c r o p  1 8 9 2 - 3 .  The m a r k e t  was c o m p l e t e l y  
m i s s e d  when e x c e l l e n t  o p p o r t u n i t i e s  p r e s e n t e d  t h e m s e l v e s  i n  
S e p t e m b e r  1 892,  f a r  t o o  much t r u s t  was  r e p o s e d  i n  n a t i v e s  o f  a 
w o r t h l e s s  s o r t ,  l a r g e  sums w e r e  l o s t  i n  c o n t r a c t s  w h i c h  w e r e  
n e v e r  c a r r i e d  t h r o u g h  by s u p p l i e r s "  ( F i n l a y  M u i r  MM, 15 A p r i l  
1895 ,  UGD 9 1 / 1 1 0 ) .  I n  1899 a  f u r t h e r  comm ent  was  made i n  t h e  
d i r e c t o r s *  m i n u t e s  t h a t  t h e y  d i d  n o t  g e t  t h e  b e n e f i t  o f  c h e a p  
j u t e  s t o c k  (DM, 31 J u l y  1899, UGD 91 /1 7 8 /5 ) .
The l a c k  o f  r e l i a b l e  j u t e  s u p p l i e s  and  c o r r e c t  b u y i n g  
d e c i s i o n s  was no doubt  beh ind  t h e  a c q u i s i t i o n  o f  t h e  j u t e  buying 
b u s i n e s s  o f  A.M. S a r k i e s  i n  1907. Champdany s t a r t e d  buying t h e i r  
j u t e  f rom S a r k i e s  who had a c c e s s ,  on t h e  whole ,  t o  b e t t e r  q u a l i t y  
j u t e .  I t  seems t h a t  i n  g e n e r a l  Champdany aimed f o r  abou t  t h r e e  
months* s t o c k  on hand ,  a l t h o u g h  i t  was no t  uncommon a t  t i m e s  t o  
h a v e  s i x  months* o n  h a n d  and  p e r h a p s  s e l l  f o r w a r d  (DM, UGD 
9 1 / 1 7 8 / 4 ) .
The d i r e c t o r s  were weary  o f  f o rw a r d  s e l l i n g ,  e s p e c i a l l y  i f  
made a t  u n re m u n e ra t iv e  r a t e s  when t h e r e  was a  p r o s p e c t  o f  f u l l ­
t i m e  w o r k i n g  o f  t h e  m i l l s .  I n  M arch  1891 ,  t h e y  s t a t e d  t h a t  a 
l a r g e  q u a n t i t y  o f  g o o d s  h a d  b e e n  s o l d  t o  s p e c u l a t o r s  and  t h a t  
such goods must  come upon t h e  m a r k e t  l a t e r  on w i t h  a d e p r e s s i n g  
e f f e c t  on p r i c e s .  T h e r e f o r e ,  t h e y  s u g g e s t e d  t o  F i n l a y  Muir  no t  
t o  s e l l  f u r t h e r  e x c e p t  a t  a p r o f i t  (DM, 4 March 1891,  UGD 
91 /178 /4 ) .  On a n o t h e r  o c c a s i o n  t h e  d i r e c t o r s  recommended s e l l i n g  
f o r w a r d  b u t  o n l y  "when  t h e  a v e r a g e  o f  t h e  p r i c e s  o b t a i n a b l e  i s  
c o n s i d e r a b l y  h i g h e r  t h a n  t h e  a v e ra g e  o f  t h e  p r i c e s  r u l i n g  d u r in g  
t h e  p r o c e e d in g  f o u r  o r  f i v e  y e a r s  -  and when t h e r e  i s  good ground 
f o r  suppos ing  t h a t  j u t e  t o  cover  such s a l e s  w i l l  be p r o c u r a b le  a t  
s u f f i c i e n t l y  low r a t e s  a s  t o  l e a v e  a f a i r  p r o f i t "  (DM, UGD
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9 1 / 1 9 8 / 4 ) ,  The d i r e c t o r s ,  h o w e v e r ,  e x p r e s s e d  t h e i r  p r e f e r e n c e  
f o r  s a l e s  o f  a n o n - s p e c u l a t i v e  n a t u r e  when s u c h  a r e  p o s s i b l e ,  
" t h a t  i s  s a l e s  t h a t  c a n  be a f f e c t e d  s i m u l t a n e o u s l y  w i t h  t h e  
p u r c h a s e  o f  t h e  j u t e  r e q u i r e d  f o r  t h e i r  m a n u f a c t u r e  a t  a p r i c e  
t h a t  would p e r m i t  a  f a i r  p r o f i t  b e in g  r e a l i s e d  on t h e  s a l e "  (DM, 
UGD 9 1 / 1 7 8 / 4 ) .
Anstey (1942, p. 281) s t a t e s  t h a t  a lo n g  w i t h  t h e  problem o f  
b u y i n g  and  s e l l i n g  j u t e  t h e r e  w as  t h e  l a b o u r  p r o b l e m .  A l t h o u g h  
a l l  m i l l s  had l a b o u r  p rob le m s ,  i t  was a c u t e l y  f e l t  a t  Champdany 
and s u b s e q u e n t l y  a t  W e l l i n g t o n ,  t h e  a d d i t i o n a l  m i l l  p u rch a s e d  i n  
1881.  Champdany was  b u i l t  i n  a  d i f f i c u l t  a r e a  o f  l a n d  w h e r e  
d i s e a s e - r i d d e n  w a t e r  was p r o m i n e n t .  O f t e n  l a b o u r e r s  w e r e  s i c k  
w i t h  f e v e r  and c h o l e r a  due t o  t h e  l a c k  o f  s a n i t a r y  c o n d i t i o n s .  
E v e n t u a l l y  t h e  company p r o v id e d ,  a t  bo th  m i l l s ,  r e a s o n a b l e  l i v i n g  
c o n d i t i o n s ,  a l t h o u g h  t h e  s h o r t a g e  o f  l a b o u r  was a lw ays  a  problem.
The d i r e c t o r s  c o n t i n u a l l y  f e a t u r e d  t h e  l a b o u r  problem i n  t h e  
Chairman’s  Repor t  i n  t h e  Annual a c c o u n t s .  The d i r e c t o r s  s t a t e d  
i n  1893 t h a t  f o r  a  l o n g  p e r i o d  t h e  d i f f i c u l t y  o f  p r o c u r i n g  an  
ade qua te  supp ly  o f  l a b o u r  was a lm o s t  i n s u r m o u n ta b l e .  They s t a t e  
"even now i t  can o n ly  be met  a t  a  y e a r l y  o u t l a y  f o r  t h e  e r e c t i o n  
and  m a i n t e n a n c e  o f  h o u s e s  f o r  t h e  c o o l i e s ,  r e n t  f r e e ,  and  by 
k e e p in g  f e r r y b o a t s  and pay in g  t h e  wages o f  t h e  f e r r y m e n  t o  b r i n g  
w o rk e rs  o v e r  t h e  R ive r  Hooghly" (AA/Cs, 1893» UGD 91 /1 7 8 /4 ) .
Wages p a i d  t o  t h e  w o r k e r s  s t a y e d  f a i r l y  c o n s t a n t  u n t i l  i n  
1918 ,  when  a f t e r  a  s e r i e s  o f  s t r i k e s ,  w a g e s  i n c r e a s e d  t e n  p e r  
cen t .  I n  1919 a n o th e r  t e n  pe r  c e n t  i n c r e a s e  was r e c e i v e d  and i n  
1920 a f u r t h e r  t h i r t y  p e r  cen t  i n c r e a s e  o c c u r r e d .  Wage r e c o r d s  
and a c c u r a t e  t i m e  k e e p ing  became a r e g u l a r  f e a t u r e  o f  t h e  day t o  
day management.  Once i n  1906 t h e  d i r e c t o r s  no ted  t h a t  pe rhaps  a
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l a c k  o f  t a c t f u l  m a n a g e m e n t  w as  t h e  c a u s e  o f  t h e i r  l a b o u r  
p rob lem s.  However, g e n e r a l l y  t h e y  a t t r i b u t e d  t h e  p rob lem s  t o  t h e  
l o c a t i o n  o f  t h e i r  m i l l s  (DM, UGD 9 1 / 1 7 8 / 5 ) .  They v i e w e d  t h e  
n a t i v e s  w i t h  g r e a t  s u s p i c i o n  and were r e l u c t a n t  t o  g iv e  them any 
p o s i t i o n s  o f  r e s p o n s i b i l i t y .  The d i s t i n c t i o n  b e t w e e n  t h e  
E u r o p e a n  s t a f f  and t h e  n a t i v e s  was  s t r i c t l y  m a i n t a i n e d  a t  a l l  
t i m e s .  The "babus,"  t h e  I n d i a n  c l e r k s ,  were the  o n l y  I n d i a n s  t o  
g a i n  any k in d  o f  e q u a l i t y  o f  t r e a t m e n t .  6
The c a s e  w i l l  now e x a m i n e  t h e  d e v e l o p m e n t  o f  t h e  company 
from i t s  i n c e p t i o n  t o  i t s  r e g i s t r a t i o n  i n  I n d i a  i n  1921.
4• Company Development
S e v e n t y  p e r  c e n t  o f  t h e  s h a r e  c a p i t a l  o f  £ 2 0 0 ,0 0 0  was  
used t o  f i n a n c e  t h e  b u i l d i n g  o f  t h e  Champdany m i l l .  The ground,  
b u i l d i n g s ,  m a c h i n e r y  a n d  s u n d r i e s  a m o u n t e d  t o  £ 1 2 1 , 2 5 0  
(M a n a g e m e n t  N o t e s ,  UGD 9 1 / 1 5 1 ) .  The m i l l ,  a s  p r e v i o u s l y  
m en t io ned ,  was b u i l t  t h r e e  t o  f o u r  f e e t  h i g h e r  t han  n e c e s s a r y  and 
t h e  w a l l s  w e r e  b u i l t  t h i c k e r  t h a n  n e c e s s a r y .  The b u i l d i n g  was  
b u i l t  t o  h o u s e  o v e r  300 l o o m s  b u t  i n i t i a l l y  o n l y  2 3 8  w e r e  
o p e r a t e d  i n  t h e  f a c t o r y .
The i d e a  o f  expa ns ion ,  by t h e  pu rch a s e  o f  a n o th e r  m i l l ,  was 
f i r s t  c o n s i d e r e d  i n  1880 when t h e  O r i e n t a l  J u t e  M i l l  was f o r  
s a l e .  H ow e ver ,  t h e  d i r e c t o r s  p u t  i n  an  e x t r e m e l y  low o f f e r  
b e c a u s e  o f  t h e  r e s e r v a t i o n s  o f  d i r e c t o r  Thomas W a ts o n  on t h e  
w h o l e  i d e a  o f  e x p a n s i o n .  T h i s  d e c i s i o n  was  s u b s e q u e n t l y  
r e g r e t t e d  by t h e  C h a i rm a n ,  J o h n  M u i r .  I n  w r i t i n g  t o  Thomas 
W a ts o n  i n  1895 ,  he  s t a t e d  t h a t  i t  was " w i t h  e x t r e m e  c a u s e  o f  
r e g r e t  t h a t . . . ( t h e  d i r e c t o r s ) . . . d i d  n o t  a c t  i n d e p e n d e n t l y  o f  you. 
E v e n t u a l l y  you r e a l i s e d  t h e  b l u n d e r  you  had  m a d e . . . t h e n  we 
pu rch a s e d  W e l l in g to n "  (DM, 11 Sep tember  1893, UGD 91 /178 /4 ) .
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W e l l i n g t o n  M i l l  was p u r c h a s e d  i n  1881 ,  f o r  a b o u t  £ 4 2 ,0 0 0  
(Rs.625 , 000) and was m o s t ly  f i n a n c e d  th rough  t h e  £30,000 u n c a l l e d  
c a p i t a l .  T h i s  m i l l  was  p u r c h a s e d  i n  p r e f e r e n c e  t o  e x p a n d i n g  
Champdany m i l l  which was p roposed  by Mr. B u r n e t t .  The d i r e c t o r s ,  
by now, were  a l i t t l e  s u s p i c i o u s  o f  Mr. B u r n e t t ' s  judgement  a f t e r  
h i s  i n i t i a l  m i s t a k e s  i n  s e t t i n g  up Champdany. The r e a s o n s  f o r  
buy ing  t h e  m i l l  were t o  s t o p  a  c o m p e t i t o r  f rom buying i t  and t h e  
i d e a  o f  b e n e f i t t i n g  f ro m  e c o n o m i e s  o f  s c a l e  by s p r e a d i n g  t h e  
c o s t  o f  o v e r h e a d .  The d i r e c t o r s  s t a t e d  t h a t  w h e r e a s  Champdany 
c o s t  £480 p e r  loom, W e l l i n g t o n  c o s t  on ly  £208 p e r  loom. I f  they  
u s e d  h a l f  t h e  l o o m s  a t  W e l l i n g t o n  t h e  o v e r a l l  c o s t  was down t o  
£412 p e r  loom, o r  i f  a l l  t h e  looms w ere  o p e r a t e d  th e n  t h e  o v e r a l l
c o s t  p e r  loom o f  o p e r a t i o n s  would be £370 p e r  loom (DM, 5 J a n u a r y
1881 UGD 91/ 178/ 2). W e l l i n g t o n  s t a r t e d  o p e r a t i o n s  i n  May, 1881
w i t h  260 looms  be in g  worked.
By 1887 Champdany had expanded t o  358 looms w i t h  150 making 
h e s s i a n  a nd  208  m a k i n g  s a c k i n g  (DM, 16 F e b r u a r y  1887,  UGD 
91/ 178/ 2) .  I n  1887 Mr. Luke p roposed  t o  t h e  company t h e  o f f e r  o f  
a  h a l f  s h a r e  i n  a  t w i s t  m i l l  which  he s u g g e s t e d  could  be e r e c t e d  
a t  W e l l i n g t o n  m i l l .  The d i r e c t o r s  a g re e d  t o  h i s  p r o p o s a l  and i t  
became o p e r a t i o n a l  i n  May, 1888. The m i l l  p ro v id e d  a  good r e t u r n  
on t h e  i n v e s t m e n t  r i g h t  up t o  1921, and i n  1903 Champdany bought  
Mr. L u k e ' s  h a l f  s h a r e .
The ne x t  m a jo r  c a p i t a l  e x p e n d i t u r e  p r o p o sa l  by t h e  d i r e c t o r s  
was n o t  t a k e n  up by s h a r e h o l d e r s .  I n  1893 t h e  d i r e c t o r s  p roposed 
b u i l d i n g  a  new m i l l  i n  o r d e r  t o  t a k e  a d v a n t a g e  o f  low b u i l d i n g  
c o s t s  and a f a v o u r a b l e  exchange r a t e .  They f e l t  such a move was 
e s s e n t i a l  i n  o r d e r  t o  compete e f f e c t i v e l y  w i th  o t h e r  new m i l l s  
now s t a r t i n g  o p e r a t i o n s .  The d i r e c t o r s  proposed  t o  i n v e s t  funds
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( £ 8 0 , 0 0 0 ) ,  u s u a l l y  a v a i l a b l e  f o r  t h e  p u r c h a s e  o f  j u t e ,  i n  t h i s  
new m i l l  and t o  s u b s e q u e n t l y  f i n a n c e  j u t e  p u r c h a s i n g  t h r o u g h  
I n d i a n  banks. However, t h e  m i n o r i t y  s h a r e h o l d e r s  w e r e  a g a i n s t  
t h e  i d e a  be cause  they  f e l t  t h a t  such a move, a l t h o u g h  b e n e f i c i a l  
t o  James F i n l a y ' s  i n t e r e s t s ,  would be d e t r i m e n t a l  t o  t h e  e x i s t i n g  
s h a r e h o l d e r s  o f  Champdany (DM, 29 Sep tem ber  1893, UGD 9 1 /1 7 8 /4 ) .
As m e n t i o n e d  i n  P a r t  2 ,  T. W a t s o n ,  t h e  n o n - J a m e s  F i n l a y  
d i r e c t o r ,  was a g a i n s t  t h i s  p roposed  deve lopment .  He l i s t e d  t h e  
f o l o w i n g  r e a s o n s ;  t h e  b u s i n e s s  was u n r e m u n e ra t iv e ;  p r o s p e c t s  f o r  
j u t e  f a b r i c s  were gloomy; by i n c r e a s i n g  t h e  means o f  p r o d u c t i o n  
we s i m p l y  compete  a g a i n s t  o u r s e l v e s ;  t h e  management  a t  Champdany, 
when compared w i t h  o t h e r  f a c t o r i e s ,  was no good when r e s u l t s  a r e  
e x a m i n e d ;  and  t h e  l a s t l y ,  t h e  c u r r e n t  a m o u n t  o f  c a p i t a l  was  
b a r e l y  enough, t h e r e f o r e ,  t h e r e  was no need t o  d e p l e t e  i t  f u r t h e r  
(Correspondence ,  20 August 1893, UGD 91/175) .
John Muir defended  F i n l a y  M uir 's  management  and c r i t i c i s e d  
W a ts o n  f o r  b e i n g  o v e r  c a u t i o u s  and  b e i n g  a  s t u m b l i n g  b l o c k  t o  
o b t a i n i n g  improved  d i v i d e n d s  (Corre spondence  i n  DM, 11 Sep tem ber  
1893, UGD 91 /178 /4 ) .  I n  t h e  same month,  Watson r e s i g n e d  from t h e  
b o a r d  g i v i n g  age  and  h e a l t h  r e a s o n s  f o r  h i s  d e c i s i o n  (DM, 29 
Sep tember  1893, UGD 9 1 /178 /4 ) .  However, N. Brown, a s h a r e h o l d e r  
who s u b s e q u e n t l y  was i n v o l v e d  i n  t h e  c o u r t  a c t i o n  a g a i n s t  t h e  
com pany ,  s u g g e s t e d  t h a t  t h e  h e a l t h  r e a s o n s  g i v e n  by W a ts o n  f o r  
r e t i r i n g  w e r e  o n l y  p a r t i a l l y  t r u e .  R a t h e r ,  he s t a t e d ,  i t  was 
more t h e  poor  management  o f  t h e  company i n  t h e  i n t e r e s t s  o f  t h e  
s h a r e h o l d e r s  and  h i s  i n a b i l i t y  t o  i n i t i a t e  any  i m p r o v e m e n t ,  
t h a t  b ro u g h t  a bou t  h i s  d e c i s i o n  t o  r e s i g n  and s e l l  h i s  s h a re s .
I n  t h e  end, t h e  d i r e c t o r s  d id  no t  p roceed  w i t h  t h e  m i l l ,  as  
t h o s e  opposed r e p r e s e n t e d  £40,300 o f  t h e  s h a r e  c a p i t a l  which th e  
d i r e c t o r s  f e l t  was to o  g r e a t  an o p p o s i t i o n  f o r  t h e  p r o p o sa l  to
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go ahead (AGM M in u tes ,  UGD 91 /177 /1 ) .
I n  1894 bo th  m i l l s  i n c r e a s e d  t h e i r  h e s s i a n  looms t o  meet  an 
a n t i c i p a t e d  l a r g e r  demand  f o r  h e s s i a n  f a b r i c s  f o r  s h i p m e n t  t o  
A m e r i c a .  P a r t i c u l a r s  o f  t h e  l o o m s  w o r k i n g  by 1895 w e r e  a s  
f o l l o w s ;  Champdany, 272 h e s s i a n  looms and 158 s a c k i n g  looms and 
a t  W e l l i n g t o n ,  102 h e s s i a n  looms and 175 s a c k i n g  looms (DR, 1894, 
UGD 9 1 / 1 6 3 ) .  From T a b l e  3 i t  c a n  be s e e n  t h a t  t h e  s w i t c h  i n t o  
h e s s i a n  w a s  a g r a d u a l  p r o c e s s .  The  h e s s i a n  l o o m s  f i r s t  
o u t n u m b e r e d  t h e  s a c k i n g  l o o m s  i n  1905 f o r  t h e  i n d u s t r y  a s  a 
whole.  Champdany had more looms weaving h e s s i a n  f a b r i c s  by 1895.
Weaving h e s s i a n  f a b r i c s  p u t  a  l o t  o f  p r e s s u r e  on buy ing  good 
q u a l i t y  j u t e  i n  o r d e r  t o  p r o d u c e  t h i s  f i n e r  q u a l i t y  f a b r i c .  
O f t e n  a  l a c k  o f  good  q u a l i t y  j u t e  m e a n t  t h a t  w a s t a g e  was  a 
p r o b l e m .  I n  1886 t h e  c o s t  o f  p r o d u c t i o n  on  h e a v y  g o o d s  was  
a r o u n d  Rs.65 p e r  t o n  and  f o r  h e s s i a n  i t  was  a r o u n d  Rs .110  p e r  
t o n ,  e x c l u s i v e  o f  d e p r e c i a t i o n  (DM, UGD 9 1 / 1 7 8 / 3 ) .  T h e s e  c o s t s  
o f  m a n u f a c t u r e  c a n  be c o m p a r e d  t o  t h e  1927 f i g u r e s ,  when  i n  a 
good  m i l l  t h e  c o n v e r s i o n  c o s t  f o r  s a c k i n g  was a b o u t  Rs .125  and  
f o r  h e s s i a n  a bou t  Rs.190 (Buchanan,  1966, p. 250).
I n  1902 h e s s i a n  l o o m s  a t  W e l l i n g t o n  i n c r e a s e d  by s i x t e e n .  
These looms were made a t  t h e  m i l l  by Mr. Mudie,  t h e  manager .  The 
c o s t  t o  make t h e  l o o m s  w as  £14 p e r  loom c o m p a r e d  t o  t h e  c o s t  o f  
£25 p e r  loom t o  i m p o r t  them from Dundee (DM, UGD 91 /1 7 8 /5 ) .  The 
c o n s t r u c t i o n  o f  m a c h i n e r y  a t  j u t e  m i l l s  was q u i t e  a common 
occ u re nc e .  This  p r e s e n t s  a problem i n  e s t i m a t i n g  t h e  amount o f  
f i x e d  i n v e s t m e n t  i n  t h e  j u t e  i n d u s t r y  d u r i n g  1900 t o  1920.  By 
e x a m i n i n g  t h e  am o u n t  o f  p u r c h a s e s  o f  p i g  i r o n ,  B a g c h i  ( 1 9 7 2 ,  p. 
274) e s t i m a t e d  t h a t  m ach inery  c o n s t r u c t e d  a t  the  j u t e  m i l l s  could 
no t  amount  t o  more t h a n  t w e n t y - f i v e  pe r  c e n t  o f  t o t a l  i n v e s t m e n t
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i n  m ach inery  by j u t e  m i l l s .
I n  t h e  e a r l y  1900's  t h e  d i r e c t o r s  became aware o f  advances 
i n  t e c h n o l o g y  i n  t h e  j u t e  i n d u s t r y  and  t h e  r e s u l t i n g  l a c k  o f  
c o m p e t i t i v e n e s s  o f  t h e i r  m i l l s .  A l o t  o f  t h e  mach inery  o p e r a t i n g  
i n  t h e  m i l l s  h a d  now b e e n  t h e r e  f o r  o v e r  t h i r t y  y e a r s .  The 
d i r e c t o r s  i n  1907 d e c i d e d  t o  r e p l a c e  a nd  u p d a t e  o b s o l e t e  
m a c h i n e r y  and  t o  e x p a n d  a t  b o t h  m i l l s .  The d i r e c t o r s  by t h i s  
t im e  were e x t r e m e l y  concerned  f o r  t h e  p r o f i t a b i l i t y  o f  t h e  m i l l s  
a f t e r  an i n d e p e n d e n t  r e p o r t  was commiss ioned i n  1906 t o  examine 
t h e  e f f i c i e n c y  o f  t h e  m i l l s .
I n  1907 c a p i t a l  e x p e n d i t u r e  was  p r o p o s e d  by Champdany f o r  
a p p r o v a l  o f  t h e  d i r e c t o r s  a m o u n t i n g  t o  £ 1 0 ,4 1 9  f o r  a d d i t i o n a l  
m ach inery  and £3390 f o r  r e p l a c i n g  o b s o l e t e  machinery.  This  was 
a l m o s t  a l l  i n  p l a c e  and o p e r a t i n g  by 1908. The W e l l i n g t o n  m i l l  
e x t e n s i o n s  t o o k  p l a c e  i n  1913 j u s t  b e f o r e  t h e  F i r s t  W or ld  War. 
T h i s  w as  t h e  f i r s t  m a j o r  e x p a n s i o n  t o  t h e  m i l l  s i n c e  i t  was  
p u r c h a s e d  i n  1881.  The c o s t  o f  t h e  b u i l d i n g s  and  e x t e n s i o n  was  
£ 8 3 ,574  w h i c h  was  f i n a n c e d  by J a m e s  F i n l a y .  T h i s  a m o u n t  was  
r e c o v e r e d  ove r  t h e  nex t  t h r e e  y e a r s  o u t  o f  t h e  i n c r e d i b l e  p r o f i t s  
d u r i n g  t h e  war  y e a r s .  P a r t i c u l a r s  o f  looms work ing  by 1914 were 
a s  f o l l o w s :  a t  Champdany 276 h e s s i a n  l o o m s  and  218  s a c k i n g
looms ,  and a t  W e l l i n g t o n  356 h e s s i a n  looms and 211 s a c k i n g  looms 
(DR, 1914, UGD 91/ 163). The l a b o u r  problem was i n c r e a s e d  by t h i s  
i n c r e a s e  i n  t h e  num ber  o f  l o o m s ,  s o  t h e r e  w e r e  p r o b l e m s  i n  
g e t t i n g  t h e  m i l l s  t o  ru n  a t  f u l l  c a p a c i ty .
D u r i n g  t h e  w a r  t h e  h e s s i a n  f a b r i c s  f o u n d  a p a r t i c u l a r l y  
l u c r a t i v e  m a r k e t  i n  t h e  U n i t e d  S t a t e s .  The e x t e n s i o n  a t  
W e l l i n g t o n  was t i m e l y ,  a s  f u l l  a d v a n t a g e  was t a k e n  o f  t h e  
i n c r e a s e d  c a p a c i t y  i n  h e s s i a n  l o o m s .  P r o d u c t i o n  c a p a c i t y  was 
s t i l l  m a i n t a i n e d  i n  t h e  c o a r s e r  goods because  o f  t h e  cheap l abou r
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a t  t h e  C a l c u t t a  m i l l s .  T h i s  g a v e  th em  a c o m p a r a t i v e  a d v a n t a g e  
compared t o  o t h e r  a r e a s  o f  j u t e  m a n u f a c t u r e  such as  Dundee.
The m a n a g e r s ’ m a i n  t a s k  a t  e i t h e r  m i l l  was  t o  e n s u r e  
e f f i c i e n t  h a n d l i n g  o f  t h e  raw j u t e  a s  i t  came i n t o  t h e  p l a n t  and 
t h e  smooth r u n n i n g  o f  m ach inery  t h rough  th e  p r o d u c t i o n  p r o c e s s .  
The a c t i v e  r o l e  o f  t h e  d i r e c t o r s ,  t h e  managing a g e n t  F i n l a y  Muir  
and  t h e  i n v o l v e m e n t  w i t h  t h e  IJMA m e a n t  t h a t  t h e  m a n a g e r  h a d  a 
l i m i t e d  s a y  i n  t h e  b u y i n g  a n d  s e l l i n g  o f  j u t e ,  t h e  f i n a n c i n g  o f  
o p e r a t i o n s  o r  t h e  a m o u n t  o f  t h e  m i l l ’s  w o r k i n g  h o u r s .  He d i d ,  
h o w e v e r ,  r e g u l a r l y  make s u b m i s s i o n s  and  r e c o m m e n d a t i o n s  on 
c a p i t a l  e x p e n d i t u r e  and met  w i t h  t h e  d i r e c t o r s  when on f u r l o u g h  
t o  t h e  U n i t e d  Kingdom. The m a n a g e m e n t  f u n c t i o n  a t  t h e  m i l l s ,  
however ,  was c e r t a i n l y  a r e s t r i c t e d  one t o  t h a t  o f  s u p e r v i s i o n  o f  
employees ,  t h e  e f f i c i e n t  o p e r a t i o n  o f  t h e  m ach inery  and c o n t r o l  
o f  t h e  s t o c k  o f  raw and m a n u f a c tu r e d  j u t e .  Th is  had  i n t e r e s t i n g  
i m p l i c a t i o n s  f o r  t h e  r e m u n e r a t i o n  o f  t h e  manager ,  e s p e c i a l l y  t h e  
a s p e c t  o f  c o m m i s s i o n  on p r o f i t s  w h i c h  w e r e  o f t e n  o u t  o f  h i s  
c o n t r o l .  Th is  w i l l  be e x p lo r e d  i n  t h e  ne x t  s e c t i o n .
The company went  i n t o  v o l u n t a r y  l i q u i d a t i o n  and was s o l d  t o  
t h e  Champdany J u t e  Company L i m i t e d ,  r e g i s t e r e d  i n  I n d i a  on t h e  
1 s t  o f  A p r i l ,  1921. The d i r e c t o r s  a p p e a r e d  t o  h a v e  t a k e n  t h i s  
a c t i o n  as  a  r e s u l t  o f  t h e  h ig h  company t a x e s  t h e y  were i n c u r r i n g  
bo th  i n  t h e  Uni ted  Kingdom and i n  I n d i a .
S e c t i o n  C w i l l  now e x a m i n e  t h e  r o l e  o f  a c c o u n t i n g  i n  t h e  
o r g a n i s a t i o n  and  how many o f  t h e  a s p e c t s  o f  t h e  o r g a n i s a t i o n  
o u t l i n e d  above  w e r e  r e f l e c t e d  i n  and  s h a p e d  by t h e  a c c o u n t i n g  
p r a c t i c e s  i n  t h e  o r g a n i s a t i o n .
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c. THE ROLE OF ACCOUNTING IN THE ORGANISATION 
1• In tro d u c tio n
T h e r e  a r e  i n t e r e s t i n g ,  t e c h n i c a l  a c c o u n t i n g  p r o b l e m s  
u n e a r th e d  i n  t h i s  case s t u d y  -  p rob lem s  such a s  how t o  de a l  w i t h  
a  f a l l i n g  e x c h a n g e  r a t e ,  due  t o  t h e  company o p e r a t i n g  i n  I n d i a  
b u t  r e p o r t i n g  i n  S c o t l a n d ;  o r ,  how t o  a c c o u n t  f o r  c a p i t a l  
i n v e s t m e n t ;  o r ,  d e p r e c i a t i o n  a c c o u n t in g  and j u s t  how d e p r e c i a t i o n  
p r o v id e d  f o r  i s  supposed t o  o p e r a t e  i n  t h e  company.
W h i l e  t h e  t e c h n i c a l  a s p e c t s  o f  a c c o u n t i n g  a r e  i n t e r e s t i n g  
and w i l l  be d i s c u s s e d ,  t h e  aim o f  t h e  case  s t u d y  i s  a l s o  t o  g iv e  
c o n t e x t  t o  t h e s e  t e c h n i c a l  a s p e c t s  and  show t h a t  a c c o u n t i n g  i s  
n o t  a  n e u t r a l  a c t i v i t y ,  b u t  r a t h e r  an  i n t e r e s t e d  a c t i v i t y .  
F u r t h e r m o r e ,  i t  w i l l  be shown t h a t  a c c o u n t i n g  p r a c t i c e s  do n o t  
d e v e l o p  i n  a vacuum b u t  i n  t h e  c o m p l e x  e n v i r o n m e n t  o f  t h e  
o r g a n i s a t i o n  i n  which they  a r e  p r a c t i c e d .
S e c t i o n  B h a s  s e t  t h e  c o n t e x t  i n  w h i c h  t h e  a c c o u n t i n g  
p r o c e s s  t o o k  p l a c e .  I n  f a c t ,  some  o f  t h e  a c c o u n t i n g  t h e m e s  and  
p r a c t i c e s  t h a t  w i l l  now be examined have a l r e a d y  been a l l u d e d  t o  
i n  S e c t i o n  B. B e f o r e  t h e s e  a r e  e l u c i d a t e d ,  t h e  s t u d y  w i l l  g i v e  
an overv iew  o f  t h e  a c c o u n t in g  i n f o r m a t i o n  p r e p a r e d  i n  t h e  company 
and  d e s c r i b e  w h a t  e x t a n t  m a t e r i a l  h a s  b e e n  c o n s u l t e d  i n  t h e  
U n i v e r s i t y  o f  Glasgow's a r c h i v e .
2 .  An Overview o f  th e  Extant A ccounting Inform ation
a . E xternal A ccounting Inform ation  Prepared
Account ing  i n f o r m a t i o n  was g iv en  t o  t h e  s h a r e h o l d e r s  
o f  Champdany a t  t h e  Annual General  Meet ing  (AGM) o f  t h e  company 
from i t s  i n c e p t i o n .  The i n f o r m a t i o n  g iven  a t  t h e  AGMs was o f  a
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v e r b a l  n a t u r e  up u n t i l  1882. The annual  a c c o u n t s  and c ha i rm an ' s  
r e p o r t  were r ea d  t o  t h e  s h a r e h o l d e r s .  I n  1882 t h e  company, upon 
t h e  r e q u e s t  o f  t h e  s h a r e h o l d e r s ,  s t a r t e d  t o  p r i n t  t h e  a n n u a l  
a c c o u n t s  and t h e  c h a i r m a n ' s  r e p o r t  ( s e e  A ppe n d ix  F our  f o r  an  
example o f  t h e  annua l  a c c o u n t s ) .  This  p r i n t e d  i n f o r m a t i o n ,  p l u s  
any o t h e r  v e r b a l  i n f o r m a t i o n  g iv e n  a t  t h e  AGM, was t h e  e x t e n t  o f  
t h e  e x t e r n a l  i n f o r m a t i o n  o f f e r e d  t o  t h e  s h a r e h o l d e r s  by t h e  
d i r e c t o r s  o f  Champdany.  The p r i n t e d  a c c o u n t s  w e r e  g i v e n  t o  a 
w i d e r  a u d ie n c e  from 1889 when t h e  company sough t  l i s t i n g  on t h e  
G lasgow  S t o c k  E x c h a n g e .  Up t o  1889 t h e  d i r e c t o r s  i n s i s t e d ,  
s om e t im es  u n s u c c e s s f u l l y ,  t h a t  t h e  annual  a c c o u n t s  were f o r  t h e  
e x c l u s i v e  use o f  s h a r e h o l d e r s  and no one e l s e .
Other  e x t e r n a l  i n f o r m a t i o n  p r e p a r e d  by t h e  company was f o r  
t h e  t a x a t i o n  a u t h o r i t i e s  both i n  I n d i a  and t h e  Un i ted  Kingdom.
b . In ter n a l A ccounting Inform ation  Prepared
The company soon r e a l i s e d  t h e  need f o r  i n f o r m a t i o n ,  
no t  o n l y  f o r  annual  a c c o u n t ' s  p u r p o se s ,  b u t  f o r  p u rp o se s  i n t e r n a l  
t o  t h e  o r g a n i s a t i o n .  From 1876 t h e  d i r e c t o r s  r e q u e s t e d  c o s t i n g  
i n f o r m a t i o n  and wanted t o  know what  p a r t i c u l a r  c l a s s e s  o f  goods 
w e r e  t h e  m o s t  p r o f i t a b l e  t o  make (DM, 19 A p r i l  1876,  UGD 
91/ 178/ 1) . T h i s  was  t h e  f i r s t  o f  many r e q u e s t s  f o r  c o s t i n g  
i n f o r m a t i o n  on goods m an u fa c tu red ,  and t h e  s t a r t  o f  a d e b a te  on 
j u s t  what  c o n s t i t u t e d  a c o s t .  S tock  l e v e l s  were a lw ays  a  concern 
t o  t h e  d i r e c t o r s  who r e q u i r e d  i n f o r m a t i o n  on how many m o n th s '  
s u p p ly  o f  j u t e  was on hand. The d i r e c t o r s  r e q u e s t e d  h a l f  y e a r l y  
a c c o u n t s  f o r  t h e  f i r s t  t i m e  i n  1878.  T h e s e  w e r e  g i v e n  t o  t h e  
d i r e c t o r s  i n  F e b r u a r y  1879 f o r  t h e  s i x  m o n t h s  e n d e d  30 O c t o b e r  
1878 . I n  1907 t h e  d i r e c t o r s  r e q u e s t e d  t h a t  m o n t h l y  a c c o u n t s  
s hou ld  be t e l e g r a p h e d .
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An i m p o r t a n t  s t a t e m e n t ,  which was r e g u l a r l y  r ec o rde d  a t  t h e  
end o f  t h e  d i r e c t o r s '  m in u te s  f rom 1879 onwards ,  was a s t a t e m e n t  
o f  f i n a n c e .  T h i s  h i g h l i g h t e d  t h e  c o m p a n y ' s  w o r k i n g  c a p i t a l  
p o s i t i o n .  T h i s  s t a t e m e n t  was i m p o r t a n t  t o  t h e  J a m e s  F i n l a y  
d i r e c t o r s  a s  i t  showed t h e  e x t e n t  t h a t  James  F in la y  was f i n a n c i n g  
Champdany, a lo n g  w i t h  o t h e r  s o u r c e s  o f  f i n a n c e .






F igu re 2 
c .  A rch ival M ater ia l
The  e x t a n t  m a t e r i a l  r e l a t i n g  t o  a c c o u n t i n g  i n  
Champdany i s  u n e ve n .  I n  t h e  a r c h i v a l  m a t e r i a l  t h e r e  i s  a  f u l l  
s e t  o f  a n n u a l  a c c o u n t s  f r o m  1874 t o  1 9 2 1 ;  a f u l l  s e t  o f  
d i r e c t o r ' s  m in u te s ;  d e t a i l s  on t a x a t i o n  m a t t e r s ;  co r respondence  
f r o m  s h a r e h o l d e r s  on a c c o u n t i n g  m a t t e r s ;  Champdany 's  c u r r e n t  
a c c o u n t  w i t h  J a m e s  F i n l a y ,  f i n a n c e  d e t a i l s  o f  b i l l s  t o  be p a i d  
and  r e c e i v e d ;  and  a l s o  t h e r e  i s  m i s c e l l a n e o u s  i n f o r m a t i o n  on 
F i n l a y  M uir 's  management  and p r o d u c t i o n  c o s t  i n f o r m a t io n .
What has  not  been d e p o s i t e d  i n  t h e  a r c h i v e s  i s  e s s e n t i a l l y
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t h e  m a t e r i a l  p r e p a r e d  i n  C a l c u t t a  a t  t h e  m i l l s  a nd  a t  F i n l a y  
M u i r ,  I n  G l a s g o w ,  a l s o  w h a t  h a s  n o t  s u r v i v e d ,  a r e  r e p o r t s  su c h  
a s  h a l f - y e a r l y  a c c o u n t s ,  a l o n g  w i t h  much o f  t h e  l e d g e r s  and  
j o u r n a l s .  D e s p i t e  t h i s  l a c k  o f  m a t e r i a l ,  t h e  a r c h i v e  has  y i e l d e d  
a r i c h  s o u rc e  o f  m a t e r i a l  on Champdany and a c c o u n t in g  p r a c t i c e s  
i n  t h e  o r g a n i s a t i o n .  I n  p a r t i c u l a r ,  t h e  d e t a i l e d  d i r e c t o r s '  
m in u t e s  have p ro v id e d  many i n s i g h t s  which  a  t im e  s e r i e s  o f  annua l  
a c c o u n t s  o n ly  would no t  have y i e l d e d .
3 . L e g i s la t iv e ,  C ontractual and L egal C on sid eration s  
a . The Companies A cts
The Champdany J u t e  Company Ltd.  was s e t  up under  t h e  
C o m p a n ie s  A c t s  1862 and  1867* ^ The company s p e c i f i c a l l y
e x c l u d e d  t h e  m ode l  s e t  o f  A r t i c l e s  o f  A s s o c i a t i o n  ( T a b l e  A 
c o n t a i n e d  i n  t h e  F i r s t  S c h e d u l e )  w h i c h  i t  h a d  t o  do i f  T a b l e  A 
was n o t  t o  app ly .  8 i n s t e a d  i t  d e s ig n e d  i t s  own s e t  o f  a r t i c l e s .  
The a u d i t i n g  p r o v i s i o n s  w e r e  s i m i l a r  t o  T a b l e  A; h o w e v e r ,  t h e  
a c c o u n t in g  p r o v i s i o n s  were  m o d i f i e d  c o n s id e r a b l y .
The a c c o u n t in g  p r o v i s i o n s  were c o n ta i n e d  i n  A r t i c l e s  64 and 
65 .  9 A r t i c l e  64 s t a t e s  t h a t  " t h e  d i r e c t o r s  s h a l l  c a u s e  a l l  
n e c e s s a r y  a nd  p r o p e r  books  t o  be p r o v i d e d ,  f o r  t h e  use  o f  t h e  
company, and to  be k e p t  i n  such a  form as  t o  them s h a l l  seem most  
s u i t a b l e  f o r  p r e s e r v i n g  a n  a c c u r a t e  and  e x p l i c i t  s t a t e  o f  t h e  
a f f a i r s  o f  t h e  company"  (AA, UGD 9 1 / 1 7 5 ) .  T h i s  i s  v e r y  s i m i l a r  
t o  t h e  p r o v i s i o n  i n  T a b l e  A, a r t i c l e  7 8 .  A s i g n i f i c a n t  
m o d i f i c a t i o n  was  made ,  h o w e v e r ,  when a r t i c l e  64 c o n t i n u e d  t o  
s t a t e  t h a t  no s h a r e h o l d e r  i s  e n t i t l e d  t o  i n s p e c t  t h e  b o o k s ,  
a c c o u n t s ,  documents  o r  w r i t i n g s  o f  t h e  company. Under Table  A, a 
s h a r e h o l d e r  had  t h e  r i g h t  t o  I n s p e c t  t h e  b o o k s ,  e t c .  o f  t h e
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company. Th is  r e s t r i c t i o n  on s h a r e h o l d e r s '  a c c e s s  i n  subseque n t  
s h a r e h o l d e r / d i r e c t o r  c o n f l i c t s  became a p o i n t  o f  c o n te n t io n .  The 
i d e a  o f  t h e  s e c r e c y  o f  i n f o r m a t i o n ,  w h i c h  l i e s  b e h i n d  s u c h  a 
c l a u s e ,  was more t h a n  j u s t  t h e  worry t h a t  c o m p e t i t o r s  migh t  g e t  
t h e i r  hands on t h e  i n f o r m a t i o n  (Edwards and Webb, 1985, p. 183). 
I n  t h i s  c a s e ,  t h e  m i n o r i t y  s h a r e h o l d e r s  f e l t  t h i s  c l a u s e  was  
d e s ig n e d  t o  p r o t e c t  James F i n l a y  s h a r e h o l d e r s  and d i r e c t o r s  and 
t h e  agenqr  income ea rned  by them, from t h e i r  s c r u t i n y .
A r t i c l e s  79,  80, 81 and 82, d e a l i n g  w i t h  t h e  p r e p a r a t i o n  and 
p r e s e n t a t i o n  o f  t h e  p r o f i t  and l o s s  a c coun t  and b a la n c e  s h e e t  i n  
T a b l e  A, w e r e  c o n d e n s e d  and  m o d i f i e d  i n  t o  a r t i c l e  65 o f  
Champdany's a r t i c l e s .  A r t i c l e  65 s t a t e d  t h a t  a  b a l a n c e  s h e e t  was 
t o  be p r e s e n t e d  o n  a t i m e l y  b a s i s  (no m ore  t h a n  t h r e e  m o n th s  
a f t e r  b a la n c e  d a t e ) ,  which shou ld  show t h e  income and e x p e n d i t u r e  
and  c o n t a i n  a sum m a ry  o f  t h e  p r o p e r t y  a nd  l i a b i l i t i e s  o f  t h e  
c o m p a n y  f o r  t h e  p e r i o d .  The  c o n t e n t  o f  t h e  i n c o m e  a n d  
e x p e n d i t u r e ,  and t h e  d e t a i l  t o  be g iv en  i n  t h e  b a la n c e  s h e e t ,  was 
e x c lu d e d  from Table  A. However, a r t i c l e  65 took  up t h e  p r o v i s i o n  
f o r  s p r e a d i n g  e x p e n d i t u r e  o v e r  s e v e r a l  y e a r s  i n  a r t i c l e  80 o f  
Tab le  A, i f  i n  f a i r n e s s  t h i s  cou ld  be j u s t i f i e d .
I n  a c t u a l  f a c t ,  t h e  company p r e s e n t e d  a p r o f i t  and l o s s  and 
a  b a l a n c e  s h e e t  s e p a r a t e l y ,  s h o w i n g  t h e  l e v e l  o f  d i s c l o s u r e  
s p e c i f i e d  by a r t i c l e s  80 and  81 o f  T a b l e  A. A r t i c l e  65 d i d  n o t  
s p e c i f y  w he ther  t h e  a c c o u n t s  had t o  be p r i n t e d  and g iv en  t o  every  
s h a r e h o l d e r  as  i n  a r t i c l e  82 o f  Table  A. Up to  1882 the  company 
d id  n o t  p r i n t  t h e  a c c o u n t s  and d i s t r i b u t e  them t o  s h a r e h o l d e r s ,  
bu t  f rom 1882, upon t h e  r e q u e s t  o f  t h e  s h a r e h o l d e r s ,  t h e  company 
p r i n t e d  t h e  accoun t s .  This  o c c u r r e d  because  s h a r e h o l d e r s  became 
concerned abou t  t h e  company's l a c k  o f  p r o f i t a b i l i t y  and wanted t o
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s c r u t i n i z e  t h e  company*s a c c o u n t s  i n  a m ore  d i l i g e n t  and  
q u e s t i o n i n g  f a s h i o n .
The a u d i t i n g  a r t i c l e  6 6 ,  p r o v i d e d  f o r  an  a u d i t  o f  t h e  
a c c o u n t s  and t h e  r e p o n s i b i l i t y  t h a t  t h e  a u d i t o r  " s h a l l  c e r t i f y  t o  
t h e  members t h e  c o r r e c t n e s s  o f  t h e  y e a r l y  f i n a n c i a l  s t a t e m e n t  and 
may g iv e  such i n f o r m a t i o n  on t h e  s t a t e  o f  t h e  company's a f f a i r s  
as  t h e y  may t h i n k  f i t "  (AA, UGD 91/175) .  The a u d i t i n g  a r t i c l e s  
i n  T a b l e  A a r e  c l a u s e s  83-9%. A r t i c l e  86 d e a l s  w i t h  who may be 
a p p o in t e d  a u d i t o r .  A s h a r e h o l d e r  may be a p p o in t e d  a s  long  as  t h e  
p e r s o n  i s  n o t  i n t e r e s t e d  i n  t h e  b u s i n e s s  i n  any o t h e r  way. Th is  
i n d e p e n d e n c e  c l a u s e  was n o t  m e n t i o n e d  i n  Qiampdany's a r t i c l e s .  
Yet Champdany a p p o in t e d  Mr. Alexander  S loan ,  who was no t  even a 
s h a r e h o l d e r  o f  t h e  company and who was a  member o f  t h e  I n s t i t u t e  
o f  C h a r te r e d  Accoun tan ts  i n  Glasgow. C lauses  92 and 93 o f  Table  
A w e r e  t h e  o t h e r  s i g n i f i c a n t  c l a u s e s  t o  be e x c l u d e d  by t h e  
company .  A r t i c l e  92 s p e c i f i e s  t h a t  t h e  v o u c h e r s  s h o u l d  be 
examined and a r t i c l e  93 s t a t e s  t h a t  t h e  a u d i t o r  i s  a l l o w e d  a c c e s s  
t o  t h e  b o o k s  a nd  a c c o u n t s  a nd  i s  e n t i t l e d  t o  e x p l a n a t i o n s  f ro m  
t h e  d i r e c t o r s  and o f f i c e r s  o f  t h e  company.  As w i l l  be s e e n  i n  
P a r t  6 o f  S e c t i o n  C, t h e  a u d i t o r  had an i n f l u e n t i a l  r o l e  i n  t h e  
company's a f f a i r s  and h i s  e x p e r t  a d v ic e  was so u g h t  on occas ion .  
I n  t h i s  r o l e  t h e  a u d i t o r  f o u n d  h i m s e l f  e m b r o i l e d  i n  company 
c o n f l i c t s  be tween  m a j o r i t y  and m i n o r i t y  s h a r e h o l d e r s .
The o t h e r  r e l e v a n t  c l a u s e s  i n  t h e  a r t i c l e s  w e r e  t h o s e  
c o n c e r n in g  d iv id e n d s  and r e s e r v e  funds.  Clauses  67 and 68 were 
v e r y  s i m i l a r  t o  t h e  model s e t  o f  a r t i c l e s  i n  Table  A. A r t i c l e  67 
s t a t e s  t h a t  d i v id e n d s  must  be d e c l a r e d  o u t  o f  p r o f i t s .  A r t i c l e  
68 g i v e s  t h e  d i r e c t o r s  t h e  r i g h t  t o  s e t  up a r e s e r v e  fund ou t  o f  
p r o f i t s  f o r  any p u r p o s e  c o n n e c t e d  w i t h  t h e  company,  s u c h  a s  t o  
meet  c o n t i n g e n c i e s ,  e q u a l i s e  d iv id e n d s  o r  t o  i n c r e a s e  works and
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m ach inery .
I t  i s  i n t e r e s t i n g  t o  n o t e  t h a t  a c c o u n t i n g  r u l e s  and 
p r a c t i c e s ,  a t  t h i s  t i m e ,  were l e f t  up t o  i n d i v i d u a l  companies  t o  
work o u t  and deve lop  i n  c o n j u n c t i o n  w i t h  t h e  s h a r e h o l d e r s .  The 
a r t i c l e s  o f  a s s o c i a t i o n  was a c o n t r a c t  be tw een  t h e  d i r e c t o r s  o f  
t h e  company and i t s  s h a r e h o l d e r s  t o  c o n d u c t  t h e  a f f a i r s  o f  t h e  
company by t h o s e  r u l e s  and r e g u l a t i o n s .  The company, r e g i s t e r e d  
under  t h e  1862 and 1867 Acts ,  was no t  r e q u i r e d  t o  s upp ly  r e g u l a r  
a c c o u n t i n g  i n f o r m a t i o n  t o  s h a r e h o l d e r s  o r  t o  h a v e  t h a t  
i n f o r m a t i o n  a u d i t e d .  I f  Table  A was s p e c i f i c a l l y  exc luded ,  t h e  
c o n t e n t s  o f  t h e  a r t i c l e s  w e r e  i n  t h e o r y  n e g o t i a b l e  b e t w e e n  t h e  
company p r o m o t e r s  and t h e  p o t e n t i a l  s h a r e h o l d e r s .  The a c c o u n t in g  
p r a c t i c e s  a t  Champdany w e r e  d e v e l o p e d  w i t h i n  t h e  f r a m e w o r k  
c o n t r a c t e d  f o r  i n  t h e  a r t i c l e s .  The a c c o u n t i n g  c l a u s e s  w e r e  
e x t r e m e l y  b road,  c o n s i s t i n g  o f  p r e p a r i n g  an  annua l  b a la nc e  s h e e t  
w h i c h  i n c l u d e d  p r o f i t  a n d  l o s s  d a t a ,  a n d  a n  a u d i t i n g  
r e q u i r e m e n t .
Th is  was t h e  p e r i o d  when t h e  i d e a  o f  t h e  f reedom o f  c o n t r a c t  
r e i g n e d  s u p r e m e  and t h i s  was  s u p p o r t e d  by t h e  p r e v a i l i n g  
" l a i s s e z - f a i r e "  ph i lo s o p h y  o f  t h e  t im e  (A t iyah ,  1979). There i s  
d e b a t e  on  j u s t  how e x t e n s i v e l y  T a b l e  A was  a d o p t e d  w i t h o u t  
a m e n d m e n t  by company p r o m o t e r s .  Fo r  e x a m p l e ,  t h e  M a n c h e s t e r  
A ccoun tan t s  S t u d e n t  S o c i e t y  was t o l d  i n  1887 t h a t  a  l a r g e  number 
o f  companies  were r e g i s t e r e d  w i t h o u t  a r t i c l e s  and t h e r e f o r e  Table  
A a p p l i e d .  O t h e r s ,  h o w e v e r ,  s u c h  a s  F. W hinney  (1 888) and  D. 
C h a dw ic k  ( 1 8 8 7 ) ,  s t a t e d  t h a t  few c o m p a n i e s  a d o p t e d  T a b l e  A 
( E d w a r d s  and  Webb, 1985,  p.  180) .  T h i s  f a c t ,  a l o n g  w i t h  o t h e r  
e v i d e n c e ,  was g i v e n  by C ha dw ic k  i n  s u p p o r t  o f  a l e g i s l a t i v e  
p r o p o s a l  f o r  un ifo rm a c coun t s  i n  1887 ( P a rk e r ,  1980). I t  appears
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t h a t  ove r  t h e  p e r i o d  o f  t i m e ,  f rom t h e  p a s s i n g  o f  t h e  1862 Act t o  
t h e  C o m p a n ie s  Act  1900,  t h a t  s p e c i a l  a r t i c l e s  w e r e  used m ore  
f r e q u e n t l y  due t o  T a b l e  A b e i n g  i n c r e a s i n g l y  a n t i q u a t e d  and  
cumbersome (Edwards and Webb, 1985, p. 180).
I n  Champdany's ca se  i t  i s  an i n t e r e s t i n g  p o i n t  as  t o  why t h e  
company d id  i n  f a c t  c o n t r a c t  t o  supp ly  annual  a c c o u n t s  and have 
them a u d i t e d  i n  what  was e s s e n t i a l l y  an u n r e g u l a t e d  env ironm en t .  
I t  was  n o t  u n t i l  t h e  C om pan ie s  Act  1900 t h a t  i t  was c o m p u l s o r y  
f o r  a  company  t o  a p p o i n t  a n  a u d i t o r  10 and  n o t  u n t i l  t h e  
C o m p a n ie s  A c t  1907 t h a t  a  b a l a n c e  s h e e t  was  r e q u i r e d  t o  be 
c i r c u l a t e d  t o  m em bers  b e f o r e  t h e  A nnua l  G e n e r a l  M e e t i n g .  No 
l e g a l  r e q u i r e m e n t  f o r  p r o f i t  and l o s s  d i s c l o s u r e  was made u n t i l  
t h e  Companies Act 1928.
I n  t h e  d i r e c t o r s '  m in u te s  i n  1889, t h e  d i r e c t o r s  s t a t e d  t h a t  
t h e  o n l y  r e a s o n  t h e  company was  r e g i s t e r e d  u n d e r  t h e  1862 
Companies Act  was t o  g a i n  l i m i t e d  l i a b i l i t y  f o r  t h e  s h a r e h o l d e r s .  
The d i r e c t o r s  v i e w e d  t h e  company a s  a p r i v a t e  o n e  f o r  a s m a l l  
group o f  known s h a r e h o l d e r s .
Th is  would s u g g e s t  t h a t  t h e  acco u n t s  were p r e p a r e d  t o  e n a b le  
a  p r o f i t  t o  be a s s e s s e d  f o r  d i v i d e n d  r e a s o n s ;  and  t h a t  t h e  
s h a r e h o l d e r s ,  b e i n g  no m ore  t h a n  f i f t y  i n  num ber  and  w i t h  t h e  
m a j o r i t y  o f  s h a r e s  i n  any  c a s e  h e l d  by J a m e s  F i n l a y  o r  t h e i r  
f r i e n d s ,  w e r e  t r e a t e d  l i k e  " e x t e n d e d  f a m i l y "  t o  w h ic h  t h e  
d i r e c t o r s  a c u t e l y  f e l t  t h e  n e e d  t o  r e p o r t ,  v e r b a l l y ,  i n  f u l l  
d e t a i l ,  t h e  y e a r l y  r e s u l t s  o f  t h e  c o m p a n y .  An 
a c c o u n t a b i l i t y / s t e w a r d s h i p  e x p l a n a t i o n  seems t o  f i t  i n  w e l l  w i t h  
t h e  f a c t s  up t o  1 8 8 1 .  H o w e v e r ,  a f t e r  1881 a l a c k  o f  
p r o f i t a b i l i t y  r a i s e d  a q u e s t i o n i n g  a t t i t u d e  among some non-James 
F i n l a y  s h a r e h o l d e r s  a s  t o  j u s t  how w e l l  t h e  company was b e i n g  
r u n .  T h i s  s i g n a l s  t h e  s t a r t  o f  a c c o u n t i n g  b e i n g  i m p l i c a t e d  i n
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and d e f i n i n g  t h e  d e b a te  and c o n f l i c t  among t h e  s h a r e h o l d e r s  ove r  
t h e  nex t  tw e n ty  y e a r  p e r io d .  Th is  w i l l  be examined  i n  P a r t s  Four
and Five o f  t h i s  s e c t i o n .
The o t h e r  a r t i c l e  which became a c o n t e n t i o u s  one was a r t i c l e  
55 which r e s t r i c t e d  t h e  bo r row ing  o f  t h e  company t o  one t h i r d  o f
t h e  p a id  up c a p i t a l .  This  f i r s t  became c o n t e n t i o u s  i n  1881 when
i t  was su g g e s t e d  by a s h a r e h o l d e r ,  who was opposed t o  t h e  buying 
o f  t h e  second m i l l  ( W e l l i n g to n ) ,  t h a t  t h e  d i r e c t o r s  had exceeded 
t h e i r  b o r row ing  powers .  The d i r e c t o r s  p o i n t e d  o u t  t h a t  t h e y  had 
n o t  e x c e e d e d  t h e i r  b o r r o w i n g  l i m i t  b e c a u s e  s o m e  o f  t h e  
l i a b i l i t i e s  were t r a d e  b i l l s  and no t  i n  any way l o a n s  r a i s e d  on 
t h e  a s s e t s  o f  t h e  company (DM, ÜGD 91 /1 7 8 /2 ) .
The o t h e r  o c c a s i o n  a r t i c l e  55 becam e  c o n t e n t i o u s  was i n  
1893 when t h e  d i r e c t o r s  wanted t o  f l o a t  a n o t h e r  company t o  b u i l d  
a  j u t e  m i l l ,  w i t h  Champdany i n v e s t i n g  most  o f  i t s  work ing  c a p i t a l  
i n  i t  ( £ 8 0 , 0 0 0 ) .  The d i r e c t o r s  w a n t e d  t o  f i n a n c e  Champdany 's  
w o r k i n g  c a p i t a l  r e q u i r e m e n t s  f ro m  b a n k  l o a n s .  T h i s  m e a n t  t h e  
b o r row ing  l i m i t  would be exceeded.  So t h e  d i r e c t o r s  proposed  a  
s p e c i a l  r e s o l u t i o n  which e x tended  th e  company's bo r ro w in g  powers  
u n d e r  a r t i c l e  6 5. Due t o  t h e  am o u n t  o f  o p p o s i t i o n  t o  t h e  i d e a ,  
t h e  d i r e c t o r s  r e l u c t a n t l y  dec ided  t o  l e t  t h e  e x p a n s io n  i d e a  drop.
b. Fiscal Legislation
The company was s u b j e c t  t o  t a x  i n  both  I n d i a  and th e  
U n i t e d  Kingdom f ro m  t h e  s t a r t  o f  i t s  e x i s t e n c e .  I n  I n d i a ,  
t a x a t i o n  was a s s e s s e d  on p r o f i t s .  D e p r e c i a t i o n  d e d u c t io n s  were 
a l l o w e d  on b u i l d i n g s  and  m a c h i n e r y .  The t a x  was  a s s e s s e d  on a 
y e a r l y  b a s i s .
In  t h e  Uni ted  Kingdom, t a x  was p a id  on t h e  d iv id e n d  d e c l a r e d
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up t o  1892 . Then i n  1893 t a x  was  a s s e s s e d  on t h e  w h o l e  p r o f i t s  
o f  t h e  company. The t a x  was based  on t h e  a ve ra ge  p r o f i t s  f o r  the  
l a s t  t h r e e  y e a r s .  A d e p r e c i a t i o n  a l l o w a n c e  was  a l l o w e d  on 
m a c h i n e r y  o f  t e n  p e r  c e n t ,  w h ic h  d e c r e a s e d  t o  s i x  p e r  c e n t  i n  
1902 . Moss (19 8 4 )  h a s  s u g g e s t e d  t h a t  f i s c a l  r e a s o n s ,  s u c h  a s  
t a x a t i o n  and d e a t h  d u t i e s ,  w o u ld  h a v e  m e a n t  k e e p i n g  company 
r e c o r d s  w h i c h  w o u ld  h a v e  b e e n  d e t a i l e d ,  i n  o r d e r  t o  show t a x  
i n s p e c t o r s  how c a l c u l a t i o n s  w e r e  a r r i v e d  a t .  The a v o i d a n c e  o f  
t a x a t i o n  i n  t h e  Un i ted  Kingdom a l s o  a p p e a r s  t o  be t h e  r e a s o n  why 
t h e  company r e g i s t e r e d  i n  I n d i a  i n  1921.
c. Other Legal Influences
As m ore  and  m ore  b u s i n e s s e s  t o o k  a d v a n t a g e  o f  t h e  
company  f o r m  o f  o r g a n i s a t i o n ,  so  c a s e  l a w  and  o t h e r  l e g a l  
r e q u i r e m e n t s  i n c r e a s i n g l y  i m p a c t e d  on  how c o m p a n i e s  w e r e  
o p e r a t e d .
I n  1889  d i r e c t o r ,  T. W a t s o n ,  s u g g e s t e d  t h a t  b e f o r e  
c o n s i d e r i n g  th e  p o s s i b i l i t y  o f  t h e  company's s h a r e s  be ing  quo ted  
on  t h e  G lasgow  S t o c k  E x c h a n g e ,  t h e  company s h o u l d  r e c t i f y  t h e  
t r a n s a c t i o n ,  when i t  b o u g h t  t w e n t y - f i v e  o f  i t s  own s h a r e s  
( £ 2 , 5 0 0 )  i n  1883.  T h i s  was  c o n s i d e r e d  n e c e s s a r y  b e c a u s e  o f  t h e  
1887 House o f  Lords '  d e c i s i o n  o f  Trevor  x  W hitwor th ,  i n  which i t  
was found i l l e g a l  f o r  a company t o  buy i t s  own s h a r e s .  At f i r s t  
t h e  c o m p a n y ' s  l a w  a g e n t s  s u g g e s t e d  t h e  company s h o u l d  be 
l i q u i d a t e d  and t h e  s h a r e s  r e i s s u e d ;  h o w e v e r ,  t h e y  e v e n t u a l l y  
s u g g e s t e d  t h a t  t h e  s h a r e s  s h o u l d  be s o l d  and  t h e  l o s s  b o r n e  by 
t h e  company.  (The c o m p a n y ' s  s h a r e s  had d e c r e a s e d  i n  v a l u e  by 
around £30 p e r  s h a r e  s i n c e  1883).
The o t h e r  l e g i s l a t i o n  t o  impinge  on t h e  company's o p e r a t i o n s  
was I n d i a n  F a c to ry  L e g i s l a t i o n .  The f i r s t  I n d i a n  F a c to ry  Act was
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p a s s e d  I n  1881. The a o t  was d i r e c t e d  m a i n ly  a t  the  use o f  c h i l d  
l a b o u r .  C h i l d r e n  had  t o  be s e v e n  t o  be e m p l o y e d  and w e r e  o n l y  
a l l o w e d  t o  work a t  t h e  maximum o f  n in e  hour  days up t o  age tw e lv e  
( A n s t e y ,  1942,  p. 2 9 7 ) .  The d i r e c t o r s  m e n t i o n e d  t h i s  a c t  a t  
t h e i r  m e e t i n g  i n  J u n e  1881.  The 1891 Act  p l a c e d  f u r t h e r  
r e s t r i c t i o n s  on e m p l o y i n g  c h i l d r e n  u n d e r  t h e  age  o f  n i n e  and 
women w e r e  p r o h i b i t e d  f ro m  w o r k i n g  a t  n i g h t .  The l a c k  o f  a 
r e g u l a r  supp ly  o f  l a b o u r  was a lw a ys  a  problem a t  both m i l l s .  The 
s h o r t - t i m e  a g r e e m e n t s  i m p o s e d  by t h e  IJMA k e p t  w o r k i n g  h o u r s  
w i t h i n  r e a s o n a b l e  p r o p o r t i o n s .  The f a c t o r y  i n s p e c t o r s ,  s e t  up 
under  t h e  a c t ,  v i s i t e d  t h e  f a c t o r i e s  and made recommenda t ions  on 
m a t t e r s  r e l a t i n g  t o  s a n i t a r y  c o n d i t i o n s .  The l e g i s l a t i o n  
p r o b a b ly  d id  no t  d i r e c t l y  a f f e c t  t h e  a c c o u n t in g  r e c o r d s  k e p t  i n  
t h e  f a c t o r y  a s  c o n t r o l  o v e r  t h e  w o r k e r s '  w a g e s  was o f  key 
i m p o r ta n c e  t o  t h e  management.
d. Contractual Influences
A c o n t r a c t u a l  i n f l u e n c e  t h a t  d i r e c t l y  r e l i e d  on t h e  
a c c o u n t i n g  r e c o r d s  a n d  a c c o u n t s  a n d  may h a v e  i n f l u e n c e d  
a c c o u n t i n g  i n  Champdany, were employment  c o n t r a c t s  w i t h  managers  
a n d  t o  a  l e s s e r  e x t e n t  t h e  o t h e r  E u r o p e a n  s t a f f .  T h e s e  w i l l  be 
examined f u r t h e r  i n  P a r t s  Seven and E i g h t  o f  t h i s  s e c t i o n .
4. Ownership and Control Issues 
a. Secrecy of Information
The company was s e t  up i n  1873 w i th  l e s s  than  f i f t y  
s h a r e h o l d e r s .  The m a j o r i t y  o f  s h a r e h o l d e r s  were e i t h e r  James 
F i n l a y  a f f i l i a t e d  o r  f r i e n d s  o f  t h e  main  p a r t n e r  i n  James F in la y ,  
John Muir.  The r e s t  o f  the  s h a r e h o l d e r s  were f r i e n d s  o f  the  non-
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James F i n l a y  d i r e c t o r s  and were a t t r a c t e d  t o  t h e  i n v e s t m e n t  i n  
Champdany by J a m e s  F i n l a y ’s  i n v o l v e m e n t .  The p r o m i s e  o f  h i g h  
r e t u r n s ,  a l o n g  w i t h  t h e  s e c u r i t y  o f  J a m e s  F i n l a y ' s  b a c k i n g ,  
p r o v e d  an a t t r a c t i v e  p r o p o s i t i o n  t o  t h o s e  i n v o l v e d .  A l l  t h e  
s h a r e s  were a l l o t t e d  a lm o s t  i m m e d i a t e l y  t h r o u g h  t h e  i n d i v i d u a l  
c o n t a c t s  t h e  d i r e c t o r s  had.
T h i s  c r e a t e d  a  company b a s e d  on t r u s t  i n  t h e  d i r e c t o r s  and  
p rom o to rs  o f  t h e  company. Indeed ,  t h e  d i r e c t o r s  no ted  i n  1889, 
t h a t  f o r  a l l  i n t e n t s  and  p u r p o s e s  i t  was r e a l l y  a  p r i v a t e  
company ,  w h e r e  a l l  t h e  s h a r e h o l d e r s  w e r e  known by J a m e s  
F i n l a y / F i n l a y  M u i r ,  and t h a t  i t  o n l y  r e g i s t e r e d  u n d e r  t h e  1862 
Companies Act t o  o b t a i n  t h e  p r o t e c t i o n  o f  l i m i t e d  l i a b i l i t y  (DM, 
21 February  1889, UGD 91 /178 /3 ) .
The a t m o s p h e r e  c r e a t e d  by s u c h  an  " e x t e n d e d  f a m i l y "  l i k e  
a r r a n g e m e n t  m e a n t  t h a t  t h e  d i r e c t o r s  w e r e  v e r y  s e c r e t i v e ,  
conc e rn ing  i n f o r m a t i o n  abou t  t h e  company, and so  saw no need t o  
p r i n t  a n n u a l  a c c o u n t s  f o r  t h e  s h a r e h o l d e r s  a s  t h e y  a l m o s t  a l l  
a t t e n d e d  t h e  company's AGM and were  happy t o  t r u s t  t h e  d i r e c t o r s '  
r e p u t a t i o n s  a nd  j u d g e m e n t s  a s  t o  t h e  a f f a i r s  o f  t h e  company.  
Thus ,  t h e  s h a r e h o l d e r s  r e c e i v e d  v e r b a l  i n f o r m a t i o n  on t h e  
c om pa ny ' s  f i n a n c i a l  p o s i t i o n  e a c h  y e a r  f r o m  1874 t o  1881 and  
c o u l d  e x a m i n e  t h e  C h a i r m a n ' s  R e p o r t  and a b a l a n c e  s h e e t  and 
p r o f i t  and l o s s  accoun t  a t  t h e  AGM each  y e a r .
The c o n f i d e n t i a l i t y  a n d  s e c r e c y  o f  i n f o r m a t i o n  w a s  
e s t a b l i s h e d  by th e  d i r e c t o r s  i n  1875 when t h e  I n d i a n  Government 
r e q u e s t e d  d e t a i l s  on th e  c a p i t a l  o f  t h e  company, number o f  looms 
e m p l o y e d ,  p r o d u c t i o n  d e t a i l s  a nd  d i v i d e n d s  d e c l a r e d ,  e t c .  The 
d i r e c t o r s  dec id ed  t o  answer on ly  q u e s t i o n s  o f  a g e n e r a l  c h a r a c t e r  
and i n s t r u c t e d  F i n l a y  Muir  t o  i n d i c a t e  t o  t h e  I n d i a n  Government
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t h a t  t h e y  " w e re  d e s i r o u s  o f  k e e p i n g  t h e  c o m p a n y ' s  a f f a i r s  a s  
p r i v a t e  a s  p o s s i b l e  and they  r e g r e t t e d  t h e y  cou ld  no t  see  t h e i r  
way t o  make the  r e t u r n  more c om ple te  t h a n  th e y  had done" (DM, 20 
O c t o b e r  1875 ,  UGD 9 1 / 1 7 8 / 1 ) ,  T h i s  d e s i r e  t o  k e e p  t h e  com pany 's  
a f f a i r s  " a s  p r i v a t e  a s  p o s s i b l e "  was a n  o v e r i d i n g  t h e m e  t h a t  
r e s t r i c t e d  t h e  d i s s e m i n a t i o n  o f  a c c o u n t i n g  i n f o r m a t i o n  i n  t h e  
f i r s t  f i f t e e n  y e a r s  o r  so  o f  t h e  c o m p a n y ' s  e x i s t e n c e .  How ever ,  
t h e  i d e a  was compromised g r a d u a l l y  ove r  t h a t  p e r io d .
The q u e s t i o n  o f  p r i n t i n g  t h e  Annual Repor t  and Accounts  was 
f i r s t  r a i s e d  i n  1881 by a  s h a r e h o l d e r ,  Andrew M i t c h e l l ,  who 
r e q u e s t e d  t h a t  t h e  AGM i n  1881 be ad jou rned  and resumed a t  such a 
t i m e  when t h e  r e p o r t  and a c c o u n t s  had  b e e n  p r i n t e d  f o r  t h e  
s h a r e h o l d e r s '  c o n s i d e r a t i o n .  A f t e r  a l e n g t h y  d i s c u s s i o n  M i t c h e l l  
d e c i d e d  t o  w i t h d r a w  h i s  r e q u e s t .  T h i s ,  h o w e v e r ,  s e t  t h e  s c e n e  
f o r  t h e  1882 AGM and t h e  d e b a t e  o v e r  t h e  a c c o u n t i n g  p r a c t i c e s  
r e g a r d i n g  d e p r e c i a t i o n  among t h e  s h a r e h o l d e r s  and d i r e c t o r s .
In  1882 a  t e n  pe r  c e n t  d iv id e n d  was d e c l a r e d  by t h e  m a j o r i t y  
o f  d i r e c t o r s  a g a i n s t  t h e  c ha i rm a n ' s  w ishes .  He, a lo n g  w i t h  t h e  
a u d i t o r ,  a rgued t h a t  t h e  d e p r e c i a t i o n  p r o v i s i o n  was n o t  adequa te  
enough, c o n s i d e r i n g  th e  r a t e s  a l l o w e d  i n  Dundee and Manches te r ,  
and t h a t  t h e  m i l l s  i n  C a l c u t t a  r a n  f o r  s e v e n ty - o n e  h o u r s  p e r  week 
compared w i t h  f i f t y - s i x  hours  p e r  week a t  Dundee. The cha irman,  
t h e r e f o r e ,  w a n t e d  t h e  s h a r e h o l d e r s  t o  a p p o i n t  a c o m m i t t e e  t o  
a s c e r t a i n  t h e  t r u e  v a l u e  o f  t h e  co m p a n y ' s  p r o p e r t y  and a s s e t s  
g e n e r a l l y  and  p o s t p o n e  t h e  d e c l a r a t i o n  o f  t h e  d i v i d e n d  u n t i l  
t h e i r  r e p o r t  was r e c e i v e d .  How ever ,  on t h e  a d v i c e  o f  t h e  
company's law a ge n t  t h e  cha irman  wi thd rew  h i s  p r o p o s a l ,  and t h e  
d e c i s i o n  o f  t h e  b o a r d  r e g a r d i n g  t h e  d e c l a r a t i o n  and pa y m e n t  o f  
t h e  d i v i d e n d  was n o t  a l t e r e d .  The c h a i r m a n  r e q u e s t e d  t h a t  t h e  
a c c o u n t s  be p r i n t e d  and s e n t  t o  e a ch  s h a r e h o l d e r .  I t  a p p e a r s
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t h a t  t h e  cha irman  wanted t h e  s h a r e h o l d e r s  t o  have th e  chance t o  
e x a m i n e  t h e  a c c o u n t s  a n d  t o  s e e  t h e  i n a d e q u a c y  o f  t h e  
d e p r e c i a t i o n  p r o v i s i o n .
Upon t h i s  p r o p o s a l ,  Mr. Watson moved t h a t  i n  t h e  f u t u r e  the  
a c c o u n t s ,  w i t h  t h e  d i r e c t o r s *  r e p o r t ,  be p r i n t e d  and  i s s u e d  t o  
t h e  s h a r e h o l d e r s  p r i o r  t o  t h e  AGM e a c h  y e a r .  T h i s  m o t i o n  was  
c a r r i e d  by a s i g n i f i c a n t  m a j o r i t y .  T h e r e f o r e ,  1882 m a r k e d  t h e  
f i r s t  p r i n t i n g  o f  t h e  a c c o u n t s .  They w e r e  m a r k e d  " P r i v a t e  and  
C o n f i d e n t i a l " .  The d i r e c t o r s  w e r e  v e r y  c o n c e r n e d  i n  O c t o b e r  
1 8 8 7 , when  a  s h a r e h o l d e r  d i d  n o t  t r e a t  t h e  a n n u a l  a c c o u n t s  a s  
p r i v a t e  and c o n f i d e n t i a l  b u t  a l l o w e d  t h e  a c c o u n t s  t o  be s e en  by 
two Dundee newspape rs .  These newspapers  p u b l i s h e d  an  a b s t r a c t  o f  
t h e  a c c o u n t s  a lo n g  w i t h  some u n f r i e n d l y  comments. The d i r e c t o r s  
c o n s id e r e d  t h i s  a  b reach o f  f a i t h  by t h e  s h a r e h o l d e r  concerned.  
I n  f u t u r e  t h e  d i r e c t o r s  a g r e e d  t h a t  b e f o r e  r e c e i v i n g  a  copy o f  
t h e  a n n u a l  a c c o u n t s ,  t h e  s h a r e h o l d e r s  be r e q u i r e d  t o  s i g n  an  
u n d e r t a k i n g  n e i t h e r  t o  e x h i b i t  o r  d i v u l g e  t h e  c o n t e n t s  t o  any  
o t h e r  p a r t y  (DM, 5 Octobe r  1887, UGD 91 /178 /3 ) .
The 1888 a n n u a l  a c c o u n t s  s t a t e d  on  t h e  f r o n t  c o v e r  o f  t h e  
a c c o u n t s :  "The d i r e c t o r s  h o p e  t h a t  t h e  s h a r e h o l d e r s  r e c e i v i n g  
t h i s  r e p o r t  and a c c o m p a n y i n g  a c c o u n t s  w i l l  t r e a t  t h e  same a s  
s t r i c t l y  p r i v a t e  and  c o n f i d e n t i a l ,  a s  r e q u e s t e d  i n  t h e  r e p o r t "  
(AA/Cs, 1888, UGD 9 1 /1 6 3 ) .  I n  t h e  r e p o r t  t h e  d i r e c t o r s  s t a t e d :
"As y o u r  d i r e c t o r s  h a v e  g i v e n  f u l l  d e t a i l s ,  
f o r  t h e  i n f o r m a t i o n  o f  t h e  s h a r e h o l d e r s ,  
r e g a r d i n g  t h e  b u s i n e s s  g e n e r a l l y ,  they  r e q u e s t  
t h a t  a l l  s h a r e h o l d e r s  w i l l  k i n d l y  keep  t h i s  
r e p o r t  and  a c c o m p a n y i n g  a c c o u n t s  s t r i c t l y  
p r i v a t e  and c o n f i d e n t i a l .  When i t  was f i r s t  
a r r a n g e d  t o  s e n d  t h e s e  d o c u m e n t s  t o  t h e  
s h a r e h o l d e r s ,  i t  was  d i s t i n c t l y  u n d e r s t o o d  
t h a t  t h e  i n f o r m a t i o n  c o n t a i n e d  s h o u l d  be 
s t r i c t l y  c o n f i n e d  t o  t h e m ,  and  a n o t i c e  t o  
t h a t  e f f e c t  w a s  p r i n t e d  o n  e a c h  c o p y .
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N o t w i t h s t a n d i n g  t h i s ,  a s h a r e h o l d e r ,  w h o s e  
name has  no t  y e t  been a s c e r t a i n e d ,  a l l o w e d  t h e  
documents  t o  be seen  by p a r t i e s  connec ted  w i t h  
two  n e w s p a p e r s ,  and t h e s e  com m e n te d  on t h e  
same i n  an  u n f r i e n d l y  s p i r i t ,  and  t o  t h e  
d i s a d v a n t a g e  o f  t h e  Company" (AA/Cs,  1888,  
UGD 9 1 / 1 6 3 ) .
I t  do e s  n o t  a p p e a r ,  h o w e v e r ,  t h a t  t h e  s h a r e h o l d e r s  w e r e  
asked  t o  s i g n  an u n d e r t a k in g  o f  c o n f i d e n t i a l i t y .  One s h a r e h o l d e r  
p o i n t e d  ou t  t o  t h e  d i r e c t o r s ,  t h a t  he i n t e n d e d  s e l l i n g  h i s  s h a r e s  
and  t h a t  he  w o u ld  ne e d  t o  show t h e  r e p o r t  and a c c o u n t s  t o  any 
i n t e n d i n g  p u r c h a s e r .  The d i r e c t o r s  s t a t e d  t h a t  t h e r e  was no 
o b j e c t i o n  t o  t h i s  b e i n g  d o n e ,  r a t h e r  w h a t  was  o b j e c t e d  t o ,  was  
t h e  im prope r  use o f  t h e  i n f o r m a t i o n  c o n ta in e d  i n  t h e  r e p o r t  and 
a c c o u n t s  (DM, 27 J u l y  1888,  UGD 9 1 / 1 7 8 / 3 ) .  The d i r e c t o r s  h a d  
a l s o  w r i t t e n  t o  t h e  e d i t o r  o f  one o f  t h e  newspapers ,  t h e  "Dundee 
A d v e r t i s e r , "  o f f e r i n g  t o  g ive  him some d e t a i l s  on t h e  AGM and t h e  
r e s u l t s  o f  the  y e a r s  work ing  f o r  1888 and a s k in g  him i n  r e t u r n  t o  
r e f r a i n  f rom p u b l i s h i n g  any h o s t i l e  c r i t i c i s m s  o f  t h e  company.  
The e d i t o r  r e p l i e d  t h a t  he could n o t  a g re e  t o  such a  p r o p o s i t i o n .  
The d i r e c t o r s ,  n e v e r t h e l e s s ,  d e c i d e d  t o  s e n d  t h e  e d i t o r  some 
i n f o r m a t i o n  on t h e  1888 r e s u l t s  w i t h  t h e  hope  t h a t  h e  m i g h t  be 
p e r s u a d e d  t o  r e s p e c t  t h e  d i r e c t o r s *  w i s h e s  (DM, 27 J u l y  1888, UGD 
91/ 178/ 3). The 1889 d i r e c to r s *  r e p o r t  r e i t e r a t e d  t h e  d i r e c to r s *  
w i s h e s  i n  t h e  1888 r e p o r t .  They s t a t e d :
"Your d i r e c t o r s  h a v e  t h o u g h t  i t  w e l l  t o  g i v e  
f u l l  d e t a i l s  i n  t h i s  r e p o r t  r e g a r d i n g  
d e p r e c i a t i o n ,  i n s u r a n c e  a c c o u n t s ,  and o t h e r  
m a t t e r s ,  a s  t h e  a t t e n d a n c e  a t  a n n u a l  g e n e r a l  
m e e t i n g s  i s  u s u a l l y  s m a l l ;  a n d ,  a s  i n  f o r m e r  
y e a r s ,  th e y  r e q u e s t  t h a t  a l l  s h a r e h o l d e r s  w i l l  
k i n d l y  k e e p  t h i s  r e p o r t  and  a c c o m p a n y i n g  
a c c o u n t s  s t r i c t l y  p r i v a t e  and  c o n f i d e n t i a l "  
(AA*Cs 1889 ,  UGD 9 1 / 1 6 3 ) .
I n  1890 t h e  a n n u a l  r e p o r t  and  a c c o u n t s  t o o k  on  a  d i f f e r e n t
2 9 9
s t y l e .  T h i s  i s  e s p e c i a l l y  s o  i n  t h e  d i r e c t o r s *  r e p o r t .  The 
d i r e c t o r s *  r e p o r t  up t o  t h i s  p o i n t  i n  t im e ,  was i n v a r i a b l y  two or  
t h r e e  pages lo n g ,  c o n t a i n i n g  i n f o r m a t i o n  such a s ,  t h e  d i r e c to r s *  
i d e a s  f o r  t h e  f u t u r e  o f  t h e  company ,  a d d i t i o n a l  a c c o u n t i n g  
i n f o r m a t i o n  over  and above th e  d e t a i l s  i n  t h e  b a la n c e  s h e e t  and 
p r o f i t  and  l o s s  a c c o u n t ;  and s p e c i a l  m a n a g e r i a l  r e p o r t s  and 
co r r e spondence  con c e rn in g  t h e  p r o f i t a b i l i t y  and f i n a n c i n g  o f  t h e  
company were i n c l u d e d  i n  t h e  a c co u n t s .  For example ,  i n  t h e  1883 
a c c o u n t s ,  i n c l u d e d  was a m a n a g e m e n t  r e p o r t  on t h e  m i l l s  and  a 
d e t a i l e d  l e t t e r  on d e p r e c i a t i o n  f ro m  t h e  a u d i t o r .  I n  1888 t h e  
a c c o u n t s  i n c l u d e d  d e t a i l s  on a c a l l  f o r  f u n d s  f r o m  e x i s t i n g  
s h a r e h o l d e r s  and  a g e n e r a l  d i s c u s s i o n  on t h e  f i n a n c i n g  o f  t h e  
b u s i n e s s .  I n  1889 t h e  d i r e c t o r s *  r e p o r t  i n c l u d e d  d e t a i l s  on 
d e p r e c i a t i o n  ove r  t h e  l a s t  t e n  y e a r s  o f  t h e  company (AA/Cs, 1883, 
1888, 1889, UGD 91/163).
From 1890 t h e  d i r e c t o r s *  r e p o r t  t o o k  on a  v e r y  c o n c i s e ,  
b u s i n e s s - l i k e  s t a t e m e n t ,  r e i t e r a t i n g  i n f o r m a t i o n  i n  t h e  a c c o u n t s  
a n d  m e n t i o n i n g  c e r t a i n  l e g a l i t i e s  i n  c o n n e c t i o n  w i t h  d i r e c t o r  
r o t a t i o n  and  r e a p p o i n t m e n t  o f  t h e  a u d i t o r .  The i n f o r m a t i o n  i n  
t h e  b a l a n c e  s h e e t  a n d  p r o f i t  a n d  l o s s  a c c o u n t s  r e m a i n e d  
e s s e n t i a l l y  t h e  same; however ,  t h e  acco u n t s  were no l o n g e r  marked 
p r i v a t e  and c o n f i d e n t i a l .
The c h a n g e  i n  p h i l o s o p h y  by t h e  d i r e c t o r s  t o  t h e  company*s 
annua l  r e p o r t  o c c u r r e d  b e c a u s e  t h e  company s o u g h t  q u o t a t i o n  on 
t h e  Glasgow Stock  Exchange. Champdany s h a r e s  were  a c ce p ted  f o r  
q u o t a t i o n  i n  March 1890 and  t h e  S t o c k  E xc ha nge  c o m m i t t e e  
r e q u e s t e d  a copy o f  t h e  a n n u a l  r e p o r t  t o  be f i l e d  y e a r l y  f o r  
r e f e r e n c e  p u r p o s e s .
S tock  exchange l i s t i n g  had been f i r s t  su g g e s t e d  i n  1885 by 
Dr. B l a c k i e ,  a s h a r e h o l d e r ,  who d u r i n g  t h e  I880*s  v o i c e d  h i s
300
c o n c e r n  o v e r  w h a t  h e  d e s c r i b e d  a s  o b s c u r i t i e s  i n  t h e  a n n u a l  
a c c o u n t s  (AGM M i n u t e s ,  24 J u l y  1 885,  UGD 9 1 / 1 7 7 / 1 ) .  I n  J a n u a r y  
1889 t h e  company r e c o n s i d e r e d  th e  p o s s i b i l i t y  o f  s t o c k  exchange 
l i s t i n g  a ga in .  This  a p p e a r s  t o  have been s u g g e s t e d  by non-James 
F i n l a y  s h a r e h o l d e r s  t o  c r e a t e  a m a r k e t  f o r  Champdany*s s h a r e s .  
T h i s  w o u l d  s a v e  on t h e  c o s t s  o f  g e t t i n g  s h a r e s  v a l u e d  and  
m i t i g a t e  a g a i n s t  management*:; b i a s  t o  v a lu e  t h e  p r i c e  downwards,  
when  i t  came t o  s e l l i n g  t h e i r  s h a r e s .  A f u r t h e r  r e a s o n  f o r  
q u o t a t i o n  c o u l d  p o s s i b l y  be t h e  v i s i b i l i t y  o f  a  q u o t e d  s h a r e  
p r i c e  and  t h e  p r e s s u r e  t h i s  w o u ld  e x e r t  on t h e  J a m e s  F i n l a y  
s h a r e h o l d e r s  t o  m a i n t a i n  t h e  s h a r e  p r i c e .  T h i s  d i d  n o t  o c c u r ,  
however ,  and t h e  James  F i n l a y  d i r e c t o r s  were  no t  concerned t h a t  
Champdany's s h a r e s  d id  no t  f i n d  a marke t .
The l i s t i n g  on t h e  s t o c k  exchange prompted  t h e  James F i n l a y  
d i r e c t o r s  t o  e n t r e n c h  t h e  p o s i t i o n  o f  F i n l a y  M uir  a s  m a n a g i n g  
a g e n t s ,  by c h a n g i n g  t h e  a r t i c l e s  t o  make a s p e c i a l  r e s o l u t i o n  
n e c e s s a r y  b e f o r e  F i n l a y  Muir cou ld  be r e p l a c e d .  This  changed t h e  
a tm o s p h e re  o f  t h e  company from be ing  e s s e n t i a l l y  a  p r i v a t e  one t o  
one where  more unknown p e r s o n s  could become s h a r e h o l d e r s .
From t h i s  p e r i o d  on, s e c r e c y  o f  i n f o r m a t i o n  ceased  t o  become 
a  prob lem i n  t h e  s e n se  t h a t  i t  was p o s s i b l e  f o r  anyone t o  become 
a s h a r e h o l d e r  and t h e r e b y  d i s b a n d i n g  t h e  c o s y ,  p r i v a t e  company 
a r r a n g e m e n t  which e x i s t e d .  The d i r e c t o r s  though,  d i d  become l e s s  
c a n d i d  and  ope n  r e g a r d i n g  t h e i r  p l a n s  f o r  t h e  company and  i n  
t h e i r  e x p l a n a t i o n s  o f  a c c o u n t i n g  p r a c t i c e s  i n  t h e  a c c o u n t s ,  
e s p e c i a l l y  when they  impinged on th e  d iv id e n d  d e c i s i o n .  Also, i n  
t h e  a c c o u n t s  t h e m s e lv e s ,  the  p r o f i t  and l o s s  accoun t  became l e s s  
i n f o r m a t i v e .  The e x p e n s e s ,  i n s t e a d  o f  b e i n g  c a t e g o r i z e d ,  had 
now become a n  o m n ib u s  f i g u r e .  No l o n g e r  c o u l d  t h e  s e p a r a t e
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e x p e n s e s  o f  i n s u r a n c e ,  i n t e r e s t ,  a d m i n i s t r a t i o n ,  r e n t  and  
exchange  l o s s e s  be de te rm in e d .
I n  1 893 t h e  w h o l e  q u e s t i o n  o f  t h e  a d e q u a c y  o f  i n f o r m a t i o n  
g i v e n  t o  t h e  s h a r e h o l d e r s  was r a i s e d  by N. P. Brown a t  t h e  
company's AGM. The d i r e c t o r s ,  on t h e  a d v ic e  o f  t h e  a u d i t o r ,  had 
w r i t t e n  down the  a c cu m u la t e d  d e p r e c i a t i o n  and i n s u r a n c e  r e s e r v e  
fund and t h e  bank and l a n d  and b u i l d i n g s ,  t o  r e f l e c t  t h e  f a l l  i n  
t h e  r u p e e - s t e r l i n g  exchange r a t e .   ^  ^ This  drew Brown's a t t e n t i o n  
t o  t h e  l a c k  o f  p r o f i t a b i l i t y  o f  t h e  company and  he  p o i n t e d  o u t  
t h a t  a n  a ve rage  d i v id e n d  r a t e  o f  l e s s  t h a n  f i v e  p e r  c e n t  over  t h e  
e x i s t e n c e  o f  t h e  company, was c o m p l e t e l y  d i f f e r e n t  from what  t h e  
p r o m o t e r s  had o r i g i n a l l y  s t a t e d  ( C o r r e s p o n d e n c e ,  DM, 16 A u g u s t  
1894, UGD 91/ 178/ 4). At t h e  AGM, Brown was concerned  w i t h  a  l a c k  
o f  i n f o r m a t i o n  on  t h e  a m o u n t  o f  c o m m i s s i o n s  r e c e i v e d  by J a m e s  
F i n l a y  and F i n l a y  Muir,  i n  t h e i r  r e p e c t i v e  r o l e s  a s  s e c r e t a r y  and 
manag ing a ge n t .  The r e a s o n  he wanted  t h i s  i n f o r m a t i o n  was t h a t  
t h e  company's poor  r e s u l t s  l e d  him t o  t h e  c o n c l u s i o n  t h a t  e i t h e r  
t h e  company was p o o r l y  managed o r  t h a t  t h e  managing charges  were 
t o o  h i g h .
The c h a i r m a n ' s  a n s w e r  t o  h i s  q u e s t i o n  was  b r i e f  and m u s t  
have  had a  c e r t a i n  b l u n t n e s s  t o  i t  because  Brown, when w r i t i n g  t o  
S i r  J o h n  M u i r  s o o n  a f t e r  t h e  AGM, s t a t e d  t h a t  h i s  a n s w e r  " t o o k  
t h e  w i n d  o u t  o f  my s a i l s "  and h a d  p r e v e n t e d  h im  f r o m  a s k i n g  any 
m ore  q u e s t i o n s .  Brown w e n t  on t o  s t a t e  t h a t  t h e  b a r e s t  
o p p o r t u n i t y  was  a f f o r d e d  t o  t h e  s h a r e h o l d e r s  f o r  g e t t i n g  
i n f o r m a t i o n  o t h e r  t h a n  t h a t  c o n v e y ed  i n  t h e  a c c o u n t s .  He 
s u g g e s t e d  t h a t  t h i s  l a c k  o f  i n f o r m a t i o n  and d i s c o u r a g e m e n t s  
t h r o w n  i n  t h e  s h a r e h o l d e r s '  way when t h e y  s o u g h t  t o  g e t  any 
i n f o r m a t i o n ,  was  t o  do w i t h  t h e  f a c t  t h a t  t h e  company s h a r e s ,  
a l t h o u g h  quo ted  on t h e  S toc k  exchange,  had not  found any marke t
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t h e r e .  He f u r t h e r  s t a t e d  t h a t  J a m e s  F i n l a y  was t o  b l a m e  f o r  
c r e a t i n g  t h e  i m p r e s s i o n  t h a t  they  charged  e x t r a v a g a n t l y  f o r  t h e i r  
s e r v i c e s ,  because  f o r  n e a r l y  t e n  y e a r s  a f t e r  t h e  f o r m a t i o n  o f  t h e  
company, no p r i n t e d  acco u n t s  were i s s u e d  t o  t h e  s h a r e h o l d e r s  12 
(Correspondence ,  DM, 16 August  1893, UGD 9 1 /178 /4 ) .
I n  f a c t .  B r o w n  a n d  s o m e  o t h e r  s h a r e h o l d e r s ,  f o r m e d  
t h e m s e l v e s  i n t o  a  g r o u p  and  a s k e d  t h e  d i r e c t o r s  i f  t h e y  c o u l d  
examine t h e  company's books. The d i r e c t o r s  t u r n e d  t h e i r  r e q u e s t  
down and i n s t e a d  answered  some o f  t h e i r  q u e s t i o n s  (Corre spondence  
i n  DM, 9 November 1893, UGD 9 1 /1 7 8 /4 ) .  (See exchange d i s c u s s i o n  
i n  t h e  ne x t  P a r t ) .
I n  t h e  1895 a c c o u n t s ,  d i s c l o s e d  a s  a n o t h e r  c a t e g o r y  o f  
expense  f o r  t h e  f i r s t  t i m e ,  was F i n l a y  M uir 's  agency  commission.  
The d i r e c t o r s  d i s c l o s e d  t h i s  a m o u n t  i n  v i e w  o f  t h e  q u e s t i o n i n g  
and u n r e s t  among t h e  s h a r e h o l d e r s  a s  t o  t h e  comm iss ions  ea rne d  by 
F i n l a y  Muir .
How ever ,  a t  t h e  1895 AGM t h i s  g e s t u r e  was n o t  e nough  f o r  
Brown and h i s  f e l l o w  s h a r e h o l d e r s ,  who a g a in  asked i f  t h e y  could 
o b t a i n  a c c e s s  t o  t h e  company's books. Th is  r e q u e s t  came a g a i n s t  
t h e  t h r e a t  o f  a  pend in g  c o u r t  a c t i o n ,  r e g a r d i n g  t h e  management  o f  
a n d  a c c o u n t i n g  p r a c t i c e s  u s e d  by t h e  company.  The d i r e c t o r s  
s t a t e d  t h a t  t h e  s h a r e h o l d e r s  c o u l d  l o o k  a t  t h e  b o o k s  b u t  t h e y  
c o u l d  n o t  be a c c o m p a n i e d  by a  p r o f e s s i o n a l  a c c o u n t a n t  (AGM 
M i n u t e s ,  31 J u l y  1895,  UGD 9 1 / 1 7 7 / 1 ) .  S u b s e q u e n t l y ,  t h e  c o u r t  
a p p o i n t e d  a n  i n d e p e n d e n t  i n v e s t i g a t i o n  by a  p r o f e s s i o n a l  
a c c o u n t a n t  o f  t h e  company's books i n  r e g a r d s  t o  t h e  c o u r t  a c t i o n  
b r o u g h t  by some o f  t h e  above  g r o u p  o f  s h a r e h o l d e r s  a g a i n s t  t h e  
company.  The i d e a  o f  s e c r e c y  o f  i n f o r m a t i o n  was s l o w l y  b r o k e n  
down by t h i s  g r o u p  o f  m i n o r i t y  s h a r e h o l d e r s  t o  t h e  e x t e n t  t h a t
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l e g a l  means were u l t i m a t e l y  used t o  g e t  a l l  t h e  i n f o r m a t i o n  they  
r e q u i r e d .
T h i s  d i s c u s s i o n  o f  t h e  s e c r e c y  o f  i n f o r m a t i o n  r a i s e s  t h e  
p o s i t i o n  o f  James F i n l a y  and F i n l a y  Muir as  managing a g e n t s  and 
m a j o r i t y  s h a r e h o l d e r s .  I t  a l s o  h i g h l i g h t s  t h e  d i v i s i o n  t h a t  had 
d e v e l o p e d  a n d  w a s  d e v e l o p i n g  b e t w e e n  n o n - J a m e s  F i n l a y  
s h a r e h o l d e r s / d i r e c t o r s  and  James  F i n l a y  s h a r e h o l d e r s / d i r e c t o r s .  
I t  i s  i n t e r e s t i n g  t o  s ee  how a c c o u n t i n g  seems t o  d e f i n e  and make 
v i s i b l e  t h i s  w id e n in g  d i v i s i o n .
bw Finlay^s Position as Managing Agents
James F i n l a y ,  because  o f  be ing  m a j o r i t y  s h a r e h o l d e r s ,  
manag ing a g e n t s  and s e c r e t a r i e s  o f  Champdany, had d i f f e r e n t  g o a l s  
f o r  t h e  company t h a n  t h e  m i n o r i t y  s h a r e h o l d e r s .  I n i t i a l l y  t h e  
company was s e t  up w i t h  t h e  s h a r e h o l d e r s  o f  l i k e - m i n d ,  i n  what  t o  
t h e m  had  a  p r i v a t e  company a t m o s p h e r e  t o  i t .  Y e t ,  b e c a u s e  o f  
F i n l a y ' s  13 o r g a n i s a t i o n a l  d o m i n a n c e  i n  t h e  f i r m ,  t h e  l i k e -  
m indedness  o f  t h e  s h a r e h o l d e r s  was under t h r e a t  f rom t h e  m i n o r i t y  
s h a r e h o l d e r s .  Such t e n s i o n  became a p rob lem, as  a l r e a d y  noted  i n  
S e c t i o n  B, i n  t h e  m a j o r  c a p i t a l  e x p a n s i o n  d e c i s i o n s .  To 
r e c a p i t u l a t e ,  i n  1881 a s h a r e h o l d e r  c h a l l e n g e d  t h e  p u rcha se  o f  a 
s econd  m i l l  on t h e  grounds t h a t  i t  was r e a l l y  b e n e f i t i n g  F i n l a y s  
b u t  n o t  t h e  s h a r e h o l d e r s  i n  g e n e r a l ,  b e c a u s e  i n  t h i s  
s h a r e h o l d e r ' s  a s s e s s m e n t  t h e  e xpa ns ion  p r o j e c t  j e o p a r d i s e d  a good 
d i v id e n d  f low .  Such a r g u m e n ta t io n  was used a g a in  i n  1893 when an 
i n v e s t m e n t  o f  Champdany's work ing  c a p i t a l  funds  i n  a n o th e r  j u t e  
com pany ,  was  p r o p o s e d  by t h e  d i r e c t o r s .  S h a r e h o l d e r ,  M axwell  
Hannay,  s u g g e s t e d  t h a t  F i n l a y s  w e r e  w a n t i n g  t o  i n c r e a s e  t h e i r  
commiss ion income and f i n a n c i a l  s e r v i c e s  income,  a t  the  expense 
o f  t h e  m i n o r i t y  s h a r e h o l d e r s  i n  Champdany ( S e c t i o n  B).
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As w e l l  a s  t h e  c o n f l i c t s  t h a t  o c c u r r e d  o v e r  b u s i n e s s  
e x p a n s i o n  d e c i s i o n s ,  d e b a t e  o c c u r r e d  o v e r  t h e  a d e q u a c y  o f  t h e  
d e p r e c i a t i o n  p r o v i s i o n ,  t r e a t m e n t  o f  c a p i t a l  e x p e n d i t u r e  and th e  
t r e a t m e n t  o f  t h e  rupee  amounts  i n  s t e r l i n g .  Again t h e s e  d e b a te s  
t o o k  p l a c e  i n  t h e  c o n t e x t  o f  t h e  d i f f e r e n t  i n t e r e s t s  o f  t h e  
m a j o r i t y  and  m i n o r i t y  s h a r e h o l d e r  g r o u p s .  T hese  w i l l  be 
d e v e l o p e d  i n  t h e  n e x t  P a r t .  The a n a l y s i s  w i l l  h i g h l i g h t  t h e  
d i f f e r e n t  g o a l s  e a c h  s h a r e h o l d e r  g r o u p  ha d  f o r  t h e  company.  
J a m e s  F i n l a y  s h a r e h o l d e r s  w e r e  c o n c e r n e d  f o r  t h e  s u r v i v a l  and  
l o n g - t e r m  i n t e r e s t  o f  t h e  company b e c a u s e  o f  t h e  r e g u l a r  
com miss ion  income r e c e i v e d .  Tab le  3 h i g h l i g h t e d  th e  i m p o r ta n c e  
o f  t h e  c o m m i s s i o n  i n c o m e  t o  F i n l a y  M u i r .  N o n - J a m e s  F i n l a y  
s h a r e h o l d e r s  w e r e  c o n c e r n e d  w i t h  a r e g u l a r  d i v i d e n d  f l o w  a t  a 
r a t e  w e l l  above  t h e  r a t e  e x p e c t e d  f o r  a  s i m i l a r  i n v e s t m e n t  i n  
S c o t l a n d .  The d i r e c t o r s  t h e m s e lv e s  s u g g e s t e d  t h a t  such a  r a t e  a t  
t h e  minimum should  ave rage  a round seven  and a  h a l f  p e r  cen t  (DM, 
UGD 91 / 178/ 1) .  T h i s  was  h i g h l i g h t e d  when some o f  t h e  o r i g i n a l  
s h a r e h o l d e r s  had  d i e d  and  t h e  e s t a t e s  w e r e  i n  t h e  h a n d s  o f  
t r u s t e e s ,  who o u t  o f  t h e i r  f i d u c i a r y  o b l i g a t i o n s ,  w e r e  
p a r t i c u l a r l y  e x a c t i n g  i n  t h e i r  e v a l u a t i o n  o f  i n v e s t m e n t s .  This  
r a i s e d  t h e  i s s u e  o f  p r o f i t a b i l i t y  and  s h a r e h o l d e r  i n t e r e s t  i n  
a c c o u n t i n g  p r a c t i c e s .  V o l a t i l i t y  i n  t h e  j u t e  m a r k e t ,  f o r  b o t h  
raw and m anufa c tu red  j u t e ,  i n c r e a s i n g  c o m p e t i t i v e n e s s  i n  
t h e  j u t e  i n d u s t r y  and s c a r c i t y  o f  l a b o u r ,  b r o u g h t  s i g n i f i c a n t  
p r e s s u r e s  t o  b e a r  on b o t h  t h e  e x t e r n a l  a nd  i n t e r n a l  a c c o u n t i n g  
p r a c t i c e s  i n  t h e  o r g a n i s a t i o n .  T h i s  f o c u s  on t h e  a c c o u n t i n g  
p r a c t i c e s ,  p a r t i c u l a r l y  a s  i t  r e l a t e d  t o  t h e  d iv id e n d  d e c i s i o n ,  
i n c r e a s i n g l y  e x p o s e d  t h e  d i v i s i o n  t h a t  was o c c u r r i n g  among the  
s h a r e h o l d e r s .
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From 1 899 t h e  d i v i s i o n  i n  t h e  s h a r e h o l d e r s  f a d e d  b e c a u s e  
James F i n l a y  had bought a l o t  o f  t h e  d i s s e n t i n g  m i n o r i t y ' s  s h a r e s  
and t h e  r e s t  of  the  non-James F i n l a y  s h a r e h o l d e r s  had conve r ted  
t h e i r  s h a r e s  t o  p r e f e r e n c e  s h a r e s .  T h u s ,  t h e  v i r t u a l l y  
homogeneous n a tu r e  o f  t h e  s h a r e h o l d e r s  r e s u l t e d  i n  an a c c e p tan c e  
o f  t h e  d i r e c t o r s '  management  o f  t h e  company and t h e i r  a c c o u n t in g  
p r a c t i c e s .
The next  p a r t  of  t h i s  s e c t i o n  w i l l  s p e c i f i c a l l y  examine th e  
e x t e r n a l  a c co u n t in g  p r a c t i c e s  and how t h e y  were i m p l i c a t e d  i n  t h e  
e x i s t i n g  ownership s t r u c t u r e .
5. Oonfllcts Over Profit Determination and the 
Dividend Decision
a .  D eprec ia t ion  and C apita l Expenditure
The d i v i d e n d  d e c i s i o n  i n  Champdany was  a l w a y s  a 
r e s i d u a l  d e c i s i o n .  I f  t h e  company h a d  a  p r o f i t a b l e  y e a r  a 
d iv id e n d  was d e c l a r e d  by t h e  d i r e c t o r s ,  a f t e r  t h e y  p r o v id e d  f o r  
d e p r e c i a t i o n  and p e r h a p s ,  t r a n s f e r r e d  a m o u n t s  t o  an  i n s u r a n c e  
f u n d  and  a  r e s e r v e  f u n d .  T h i s  r e s i d u a l  d i v i d e n d  p o l i c y  was 
e n t i r e l y  dependent  on t h e  d e f i n i t i o n  o f  p r o f i t s  as  a r r i v e d  a t  by 
t h e  d i r e c t o r s .
C l a u s e  67 o f  t h e  c o m p a n y ' s  A r t i c l e s  o f  A s s o c i a t i o n  s t a t e d  
t h a t  d i v id e n d s  must  be d e c l a r e d  ou t  o f  p r o f i t s .  Th is  g u i d e l i n e ,  
however ,  was o f  no p r a c t i c a l  h e lp  when i t  came t o  d e t e r m i n i n g  t h e  
p r o f i t s  a v a i l a b l e  f o r  d i s t r i b u t i o n .  T a b l e  5 s h o w s  t h e  p r o f i t s  
a v a i l a b l e  f o r  d i s t r i b u t i o n  f ro m  1875 t o  1921 ,  and how t h e  
d i s t r i b u t i o n  was made be tween  d e p r e c i a t i o n ,  r e s e r v e s ,  i n s u r a n c e ,  
and d iv id e n d s  paid.
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Champdany Ju te  Oo., Ltd. 
P r o f i t  (L oss)  D is t r ib u t io n  
from 1875 t o  1921
Date P r o f i t
D i s t .







1875 14,229 2,344 G 1,050 7 .5 7,481 3,354
1876 6 ,459 2 ,0 0 0 0 2 ,019 4 4,725 1,069
1877 21,160 2 ,000 0 6 ,367 6 8,379 3,484
1878 22.492 3 ,655 2 ,0 0 0 7 ,000 7 .5 10,474 2 ,847
1879 12,787 3 ,600 2 ,0 0 0 0 6 8,379 1,655
1880 8 ,845 3 ,600 0 0 4 5,586 954
1881 8,496 3 ,000 0 0 4 5,586 264
1882 38,033 11,000 4 ,0 0 0 1,000 10 19,950 835
1883 37,455 13,628 0 3,290 10 19,950 1,422
1884 9 ,669 6 ,0 0 0 (3 ,5 0 0 ) 0 4 7 ,880 711
1885 (1 3 ,0 8 0 ) 0 (3 ,5 0 0 ) (6 ,0 0 0 ) 0 0 (2 ,8 6 9 )
1886 (1 2 ,7 3 2 ) 0 0 0 0 0 (1 5 ,6 0 2 )
1887 513 0 0 0 0 0 (15 ,0 8 8 )
1888 32,822 9 ,850 0 0 4 7 ,880 4
1889 41 ,353 28 ,550 0 2 ,5 0 0 5 9 ,850 475
1890 29 ,522 9,731 0 0 10 19,700 548
1891 19,876 5 ,813 0 0 7 13,790 821
1892 11,441 6 ,2 2 0 0 0 2 .5 4 ,925 118
1893 15,498 5,614 0 0 5 9 ,850 152
1894 (3 2 ,9 6 8 ) 0 0 0 0 0 (3 2 ,8 1 6 )
1895 7 ,049 0 0 0 0 0 (2 5 ,7 6 7 )
1896 25 ,836 0 0 0 0 0 69
1897 (5 9 ,4 5 2 ) 14,244 0 0 0 0 (4 5 ,139 )
1898 26 ,639 0 0 0 0 0 (1 8 ,5 0 0 )
1899 6,591 0 0 0 0 0 (1 1 ,9 3 8 )
1900 12,112 0 0 0 0 0 173
1901 26,346 0 0 0 5 9,850 16,670
1902 28 ,887 2 3 ,0 0 0 0 0 8 15,760 6 ,797
1903 20 ,743 16,000 0 0 2 .5 4 ,925 6 ,6 1 5
1904 15,496 10,000 7 ,5 0 0 0 0 0 4,611
1905 19,855 11,000 2 ,5 0 0 0 2 .5 4 ,925 6,041
1906 (5 ,4 8 5 ) .0 0 0 0 0 556
1907 8,317 6 ,0 0 0 0 0 0 0 2,873
1908 33,324 11,000 16,000 0 4 7,880 1,317
1909 20 ,537 14,000 0 0 . 2 .5 4 ,925 2 ,930



























































































Source:  Annual Accounts  o f  Champdany J u t e  Co.,  L t d . ,
(UGD 91 /163 ,  9 1 / 1 6 9 ) .
The f i r s t  d i v i d e n d  d e b a t e  o c c u r r e d  i n  1882 ( a l r e a d y  
r e f e r r e d  t o  i n  the  p r e v i o u s  p a r t )  when t h e  James F i n l a y  d i r e c t o r s  
w e r e  c o n c e r n e d  a b o u t  t h e  a m o u n t  o f  t h e  d i v i d e n d  when,  i n  t h e i r  
v i e w ,  t h e  d e p r e c i a t i o n  p r o v i d e d  was  i n a d e q u a t e .  The o t h e r  
d i r e c t o r s  w e re  c o n c e r n e d  w i t h  t h e  d i v i d e n d  p a y o u t  up t o  t h i s  
p o i n t  i n  t ime.  U n t i l  1881 t h e  ave rage  d iv id e n d  d e c l a r e d  was f i v e  
and a  h a l f  pe r  c e n t ,  which was a t  l e a s t  two p e r  c e n t  down on t h e  
minimum l e v e l  d e s i r e d  by t h e  d i r e c t o r s .  T h e s e  d i r e c t o r s  
d i s a g r e e d  w i t h  m a k i n g  up any  i n a d e q u a c y  i n  t h e  a m o u n t  o f  
d e p r e c i a t i o n  i n  p r i o r  y e a r s ,  e v e n  t h o u g h  t h e  a u d i t o r  had  
recommended t h i s .  They d i s a g r e e d  because ,  f i r s t l y ,  t h e  ac coun t s  
up t o  now had  be e n  p a s s e d  a t  t h e  AGM's by t h e  s h a r e h o l d e r s ,  
t h e r e b y  a b s o l v i n g  t h e  d i r e c t o r s  o f  a ny  r e s p o n s i b i l i t y  f o r  
a c c o u n t i n g  p r a c t i c e s  a d o p t e d  i n  t h e m ;  s e c o n d l y ,  t h e  r e c e n t  
p u r c h a s e  o f  t h e  new m i l l  ( W e l l i n g t o n )  a t  a  c h e a p  p r i c e  had  
reduced  m a t e r i a l l y  t h e  c o s t  p e r  loom o f  t h e  company; and t h i r d l y ,  
t h e y  g a v e  t h e  r e a s o n  t h a t  t h e r e  was  a  p r o s p e c t  o f  good t r a d e  i n  
t h e  coming 1882-1883 y e a r ,  which meant th e y  cou ld  p ro v id e  more 
a d e q u a t e ly  f o r  d e p r e c i a t i o n  t h e n  i f  n e c e s s a r y  (DM, 5 J u l y  1882, 
UGD 9 1 / 1 7 8 /2 ) .
The c h a i r m a n  d i s a g r e e d  w i t h  h i s  f e l l o w  d i r e c t o r s  and 
s u g g e s t e d  t h a t  t h e  p o i n t s  o f  d i f f e r e n c e  among t h e  d i r e c t o r s  
s h o u l d  be r e s o l v e d  by P r o f e s s o r  R o b e r t s o n  , t h e  company’s l a w  
agen t .  P r o f e s s o r  Rober tson  a t t e n d e d  t h e  nex t  d i r e c t o r s ’ m ee t in g  
j u s t  b e fo r e  the  AGM. The m a j o r i t y  o f  d i r e c t o r s  a t  t h i s  m ee t ing  
s t i l l  i n s i s t e d  t h a t  a t e n  p e r  c e n t  d i v i d e n d  be d e c l a r e d .  T h i s  
was a r r i v e d  a t  a f t e r  two l e t t e r s  w e r e  r e a d  f ro m  t h e  a u d i t o r
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s u g g e s t i n g  t h a t  more  d e p r e c i a t i o n  s h o u l d  be w r i t t e n  o f f ,  and  
a f t e r  o b t a i n i n g  P r o f e s s o r  R obe r t son 's  v i ew s  on t h e  m a t t e r  (DM, 26 
J u l y  1882, UGD 91 /178/2) .
Yet, the  chairman was unhappy w i t h  t h e  d e c i s i o n  to  d e c l a r e  a 
d i v i d e n d  o f  t e n  p e r  c e n t .  At t h e  d i r e c t o r s '  m e e t i n g  on t h e  day 
o f  t h e  AGM he  s t a t e d  t h a t  t h e  d i r e c t o r s  s h o u l d  t a k e  h e e d  t o  t h e  
a u d i t o r ' s  comm ents  t h a t  t h e  p r o v i s i o n  f o r  d e p r e c i a t i o n  i s  
in a d e q u a te .  He sugges ted  t h a t  t h e  s h a r e h o l d e r s  shou ld  a p p o in t  a 
c om m it t ee  to  a s c e r t a i n  t h e  t r u e  v a lu e  o f  t h e  company's p r o p e r t y  
a nd  a s s e t s  and p o s t p o n e  t h e  d e c l a r a t i o n  o f  t h e  t e n  p e r  c e n t  
d i v i d e n d  u n t i l  t h e  c o m m i t t e e ' s  r e p o r t  was  r e c e i v e d .  M u i r  and  
Murray were vo ted  down by t h e  f o u r  o t h e r  d i r e c t o r s  (DM, 31 J u l y  
1882, UGD 91/178 /2) .
At t h e  AGM, t h e  C ha i rm a n  c o u l d  n o t  l e t  t h e  d i v i d e n d  d e b a t e  
d rop ,  and proposed  t h a t  t h e  d iv id e n d  d e c l a r e d  be h e l d  back u n t i l  
a  c o m m i t t e e  o f  s h a r e h o l d e r s  e x a m i n e d  and  r e p o r t e d  on t h e  
company's p r o p e r t y  and a s s e t s .  The company's law a g e n t s  a d v ise d  
t h e  Chairman t h a t  such a  move migh t  be i l l e g a l ,  a s  t h e  d i r e c t o r s  
had a l r e a d y  recommended t h e  d iv id e n d  o f  t e n  p e r  c e n t .  John Muir 
l e t  t h e  m a t t e r  go, a t  t h i s  p o i n t ,  bu t  i n s i s t e d  t h a t  t h e  accoun t s  
be p r i n t e d  so  t h a t  s h a r e h o l d e r s  c o u l d  s e e  on c l o s e  e x a m i n a t i o n  
t h e  p o s i t i o n  a s  r e g a r d s  t o  d e p r e c i a t i o n ,  and  t a k e  n o t e  o f  t h e  
a u d i t o r ' s  r e p o r t  c o m m e n t i n g  on t h e  l a c k  o f  d e p r e c i a t i o n  (AGM 
Minutes ,  1882, UGD 91 /177 /1 ) .  Also,  a t  t h e  m ee t ing ,  Mr. Luke was 
no t  r e - e l e c t e d  by th e  s h a r e h o l d e r s  and Mr. A. C u r r i e  was e l e c t e d  
i n s t e a d .  One s h a r e h o l d e r  was o b v i o u s l y  v e r y  i r a t e  a t  t h i s  and 
lodged  a p r o t e s t  a g a i n s t  t h e  new d i r e c t o r  and t h e  r e - e l e c t i o n  o f  
t h e  a u d i t o r  (AGM Minutes ,  1882, UGD 91 /177 /1 ) .
T e n s i o n  b e t w e e n  t h e  d i r e c t o r s  was  o b v i o u s l y  r u n n i n g  h i g h
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a f t e r  t h e s e  m ee t in g s .  At t h e  n e x t  d i r e c t o r s ’ m e e t in g  i n  August , 
1882, A. Hannay and T. W. Brown i n d i c a t e d  t h a t  t hey  wanted t h e i r  
s u p p o r t  t o  be n o t e d  f o r  t h e  p r o t e s t  made a t  t h e  AGM by t h e  
s h a r e h o l d e r s .  I n  t h e  same m on th  Mr. B u r n e t t  r e s i g n e d  a s  a 
d i r e c t o r  a l s o  and was r e p l a c e d  by a James F i n l a y  employee,  A. M. 
Brown. Mr. Luke was f i r s t  o f f e r e d  t h e  d i r e c t o r s h i p  bu t  t u rn e d  i t  
down.  I n  t h e  s p a c e  o f  a m on th  t h e  c o m p o s i t i o n  o f  t h e  b o a r d  h a d  
c h a n g e d  d r a m a t i c a l l y .  P r i o r  t o  t h e  AGM James F i n l a y  d i r e c t o r s  
numbered two compared to  non-James  F i n l a y  d i r e c t o r s  o f  f i v e .  Now 
James F i n l a y  a f f i l i a t e d  d i r e c t o r s  were f o u r  i n  number and non- 
James F i n l a y  d i r e c t o r s ,  t h r e e .
I n  S e p t e m b e r ,  M e s s r s .  Hannay and  Brown w i t h d r e w  t h e i r  
p r o t e s t  made i n  A u g us t .  They d i d  t h i s  i n  t h e  i n t e r e s t  o f  t h e  
u n a n i m i t y  o f  t h e  b o a r d  (DM, 20 S e p t e m b e r  1882 ,  UGD 9 1 / 1 7 8 / 2 ) .  
This  s e t  t h e  s cene  f o r  f u r t h e r  c o n f l i c t  i n  1883 over  t h e  acco u n t s  
and t h e  d iv id e n d  t o  be d e c l a r e d .  The non-James F i n l a y  d i r e c t o r s  
w e r e  now i n  t h e  m i n o r i t y  w i t h  t h e  r e s u l t  t h a t  t h e  C h a i rm a n  was 
a b l e  t o  c a r r y  o u t  d e c i s i o n s  r e f l e c t i n g  h i s  v iew s .
The y e a r  1883 proved t o  be t h e  b e s t  y e a r  y e t  f o r  Champdany. 
The d i r e c t o r s  a t t r i b u t e d  t h e  Company’s s u c c e s s  t o  t h e  pu rchase  o f  
t h e  W e l l i n g t o n  m i l l  and  t h e  h i g h  p r i c e s  r e c e i v e d  f o r  t h e i r  
m a n u f a c t u r e d  goods  c om pa red  t o  t h e  low raw  j u t e  c o s t s .  The 
C h a i rm a n  d e c i d e d  t o  p r i n t  t h e  a u d i t o r ’s d e t a i l e d  l e t t e r  on 
d e p r e c i a t i o n ,  which was s u b m i t t e d  t o  t h e  AGM i n  1882, t o  sup p o r t  
h i s  v i e w  o f  t h e  need t o  a d e q u a t e l y  p r o v i d e  f o r  d e p r e c i a t i o n .  
Accord ing ly ,  he suppo r ted  a r a t e  o f  t h r e e  and a h a l f  pe r  cen t  on 
t h e  b u i l d i n g s  and seven  and a h a l f  p e r  c e n t  on t h e  machinery .  I t  
was  a r r a n g e d  t o  a p p l y  t h e  above  r a t e s  on a d i m i n i s h i n g  b a l a n c e  
b a s i s  ( c o s t  m in u s  a c c u m u l a t e d  d e p r e c i a t i o n )  and t o  c r e d i t  t h e  
accum ula ted  d e p r e c i a t i o n  accoun t  f o r  t h e  p a s t  ye a r  w i th  i n t e r e s t
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a t  f i v e  p e r  c e n t .  T h i s  l a s t  c a l c u l a t i o n  was n o t  r e p e a t e d  a g a i n  
when d e a l i n g  w i th  d e p r e c i a t i o n .
Mr. Watson s u gge s te d  t h a t  two p e r  cen t  and s i x  p e r  cen t  were 
s u f f i c i e n t  r a t e s .  However, t h e  Chairman’s w i she s  were ac ce p ted ;  
bu t  t h e  d e f i c i e n c y  i n  t h e  ac cu m u la t e d  charge  ove r  t h e  l a s t  seven 
y e a r s ,  a s  i n d i c a t e d  by t h e  a u d i t o r  i n  1882, was n o t  made up. The 
d i r e c t o r s  d e c l a r e d  a d iv id e n d  o f  t e n  p e r  c e n t  a f t e r  p r o v i d i n g  f o r  
d e p r e c i a t i o n  a l t h o u ^  t h e  Chairman t h o u ^ t  i t  was too  l a r g e .  A 
f i g u r e  o f  £1422  was c a r r i e d  f o r w a r d  t o  n e x t  y e a r ,  w h ic h  l e f t  
£4,500 t o  be a l l o c a t e d .
The C h a i rm a n  a l s o  b r o u g h t  up t h e  f a c t  t h a t  t h e  company 
shou ld  make f u l l  p r o v i s i o n  f o r  l o s s e s  s u s t a i n e d  s i n c e  the  company 
s t a r t e d  b u s in e s s .  He s u g g e s t e d  t h a t  t h i s  had o c c u r r e d ,  f i r s t l y ,  
th rough  a  f a l l  i n  t h e  v a l u e  o f  l a n d  a t  Champdany and i n  m ach inery  
p r i c e s ;  s e c o n d l y ,  t h r o u g h  b u i l d i n g s  b u i l t  u n n e c e s s a r i l y  h i g h e r  
and more s u b s t a n t i a l l y  t h a n  needed;  and l a s t l y ,  th rough  a f a l l  i n  
t h e  exhange (DM, 26 J u l y  1883, ÜGD 9 1 / 1 7 8 / 2 ) .
I n  t h e  d i r e c t o r s ’ r e p o r t ,  t h e  C h a i rm a n  e s t i m a t e d  t h a t  a 
s a v i n g  o f  £41 ,821  c o u l d  h a v e  b e e n  s a v e d  i f  t h e  company was 
s t a r t e d  up now ( i n  1883) .  The £41 ,821  was made up i n  t h e  
f o l l o w i n g  manner:  a s a v in g  i n  t h e  c o s t  o f  l a n d ,  £2,000;  a s a v in g
i n  t h e  c o s t  o f  b u i l d i n g s ,  £ 1 7 , 5 4 2 ;  a s a v i n g  i n  t h e  e x c h a n g e  on 
t h e  c o s t  o f  b u i l d i n g s ,  £ 7 , 4 6 1 ;  and  a s a v i n g  i n  t h e  c o s t  o f  
machinery  and f r e i g h t ,  £14,818.  The Chairman s u g g e s t e d  t h a t  t h e  
£ 4 ,5 0 0  be u sed  a s  a s t a r t  t o  w r i t i n g  "down t h e  p r o p e r t y  o f  t h e  
company t o  a l e v e l  o f  s a f e t y "  (DR, 1883, UGD 91/163 ,  see  Appendix 
F o u r ) .
The t h r e e  n o n - J a m e s  F i n l a y  d i r e c t o r s  d i s a g r e e d  w i t h  t h i s  
t r e a t m e n t  o f  t h e  £ 4 ,5 0 0  r e s i d u a l .  I n s t e a d ,  t h e y  w a n t e d  t o
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i n c r e a s e  t h e  R e s e r v e  Fund.  They a l s o  d i s a g r e e d  w i t h  t h e  
d i r e c t o r s ’ r e p o r t .  T h i s  be c am e  o b v i o u s  a t  t h e  AGM when Mr. 
Hannay w o u ld  n o t  s e c o n d  t h e  C h a i r m a n ’s m o t i o n  t o  a p p r o v e  t h e  
d i r e c t o r s ’ r e p o r t  and a c c o u n t s .  He s a i d  he  w ou ld  o n l y  do so  i f  
h i s  d i s a p p r o v a l  o f  t h e  e n t r y ,  by which £4,500 was w r i t t e n  o f f  t h e  
v a r i o u s  a s s e t  a c c o u n t s ,  was r e c o r d e d .  The r e c o r d i n g  o f  h i s  
o b j e c t i o n  was a g r e e d  t o  by t h e  C h a i rm a n .  T h i s ,  h o w e v e r ,  
p r e c i p i t a t e d  a d i s c u s s i o n  among t h e  s h a r e h o l d e r s  w h i c h  s how e d  
some d i f f e r e n c e  o f  o p i n i o n  over  t h e  t r e a t m e n t  o f  d e p r e c i a t i o n  and 
t h e  way t h e  d e c r e a s e d  v a l u e  o f  Champdany was d e a l t  w i t h  i n  t h e  
a c c o u n t s .
S h a r e h o ld e r ,  Dr. B la c k ie ,  s u g g e s t e d  t h a t  t h e  app rova l  o f  t h e  
a c c o u n t s  be p o s t p o n e d  u n t i l  t h e y  w e r e  p r i n t e d ,  a l t h o u g h  t h e  
d i v i d e n d  s h o u l d  be p a i d ,  a s  i t  was n o t  t h e  a c c u r a c y  o f  t h e  
a c c o u n t s  t h a t  was b e i n g  d i s p u t e d  b u t  r a t h e r  t h e i r  f o r m .  A 
c o m m i t t e e  o f  s h a r e h o l d e r s  w as  s e t  up t o  c o n s u l t  w i t h  t h e  
d i r e c t o r s  i n  o r d e r  t o  promote una n im i ty .  The c om m it t ee  i n c l u d e d  
Dr. B la c k ie ,  P r o f e s s o r  Robe r tson ,  J. Po i son  and T. Ferguson.
The c o m m i t t e e  r e c o m m e n d e d  t h a t  t h e  company amend and  r e ­
i s s u e  t h e  1883 a c c o u n t s .  ( S e e  A p p e n d ix  F o u r ) .  The d i r e c t o r s  
a g r e e d  t o  t h e i r  r e c o m m e n d a t i o n s  w h i c h  d i s a g r e e d  w i t h  t h e  
Chairman’s  o r i g i n a l  a c c o u n t in g  p r o p o s a l  and w ro te  back t h e  £4,500 
w r i t t e n  o f f  t h e  a s s e t  a c c o u n t s  and  c r e d i t e d  £ 4 ,5 0 0  t o  t h e  
d e p r e c i a t i o n  a c c o u n t .  The c o m m i t t e e  a l s o  recommended t h a t  the  
b u i l d i n g s  and  m a c h i n e r y  a c c o u n t  be i n c r e a s e d  by t h e  a m oun t  
w r i t t e n  o f f  i n  t h e  p r o f i t  and  l o s s  a c c o u n t  f o r  W e l l i n g t o n  m i l l  
(£6,376).  I n s t e a d  o f  e x p e ns ing  t h i s  amount  they  s u g g e s t e d  t h a t ,  
as  t h e  e x p e n d i t u r e  was t o  r e p l a c e  e x i s t i n g  machinery and t o  make 
r e p a i r s ,  a l t e r a t i o n s  a nd  r e n e w a l s ,  i t  s h o u l d  be c a p i t a l i s e d .  
T h e re fo re ,  £3,087 was c r e d i t e d  t o  d e p r e c i a t i o n  (be ing  f i v e  and a
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h a l f  p e r  c e n t  on t h e  1882 b u i l d i n g s  and  m a c h i n e r y  b a l a n c e  o f  
£ 57, 117) and t h e  ba lance  o f  £3,290 was c r e d i t e d  t o  t h e  i n s u r a n c e  
f u n d .  B o th  a d j u s t m e n t s  i n c r e a s e d  t h e  a s s e t  a m o u n t s  o f  t h e  two 
m i l l s  (DM, 2 J u l y  1884, UGD 91 /178 /3 ) .
I n  t h e  1885 a c co u n t s ,  a f o u r  pe r  c e n t  d iv id e n d  was d e c l a r e d  
a f t e r  p r o v i d i n g  £6,000 d e p r e c i a t i o n .  This  was done a f t e r  w r i t i n g  
back from r e s e r v e s  £3,500 and r e c e i v i n g  a £1,000 r e b a t e  f rom th e  
m a n a g i n g  a g e n t s .  At t h e  d i r e c t o r s '  m e e t in g ,  i m m e d i a t e l y  a f t e r  
t h e  AGM, tw o  o f  t h e  t h r e e  n o n - J a m e s  F i n l a y  d i r e c t o r s  r e s i g n e d  
t h e i r  s e a t s  on t h e  b o a r d  b e c a u s e  t h e y  f e l t  p o w e r l e s s  due t o  t h e  
p r e s e n t  way t h e  b o a r d  was c o n s t i t u t e d  (DM, 24 J u l y ,  1885,  UGD 
9 1 / 178/ 3). The b o a r d  e x p r e s s e d  r e g r e t  a t  t h e  r e s i g n a t i o n s  and 
r e q u e s t e d  t h e  men t o  r e c o n s i d e r .
The on ly  r e m a in in g  non-James F i n l a y  a f f i l i a t e d  d i r e c t o r ,  T. 
W. Brown, su g g e s t e d  a t  a subseque n t  d i r e c t o r s '  m e e t in g  t h a t  t h e  
b o a r d  be r e c o n s t i t u t e d  and  c o n s i s t  o f  o n l y  f i v e  m em be rs .  He 
p r o p o s e d  t h a t  t h e s e  be J o h n  M u i r  ( J F  & Co.),  T. W. Brown,  A. 
C u r r i e  ( JF  & Co.) ,  T. W atson  and  J .  Luke.  T h i s  m e a n t  t h a t  
M e s s r s .  A. M. Brown and  M u r r a y  t e n d e d  i n  t h e i r  r e s i g n a t i o n s  and  
t h a t  t h e  board was now made up o f  two James F i n l a y  d i r e c t o r s  and 
t h r e e  non-James F i n l a y  d i r e c t o r s .
The y e a r s  o f  1885, 1886 and 1887 were l o s s  making y e a r s  f o r  
t h e  company.  The d e b a t e  b e t w e e n  d e p r e c i a t i o n  and  d i v i d e n d s  
ceased  t o  be an i s s u e  as  no d e p r e c i a t i o n  was p rov ided  f o r  and o f  
c o u r s e ,  no d iv id e n d  was d e c l a r e d .  Dr. B la c k ie  p r o v id e d  the  on ly  
r e a l  d e b a te  d u r in g  t h i s  t im e  when he compla ined o f  o b s c u r i t y  i n  
t h e  a c coun t s .  The m inu tes  were n o t  e x p l i c i t  as  t o  t h e  i s s u e s  he 
r a i s e d  b u t  v e r b a l  e x p l a n a t i o n s  w e r e  g i v e n  a t  t h e  AGM by t h e  
C h a i rm a n  (AGM M i n u t e s ,  15 J u l y  1886,  UGD 9 1 / 1 7 7 / 1 ) .  At t h e  AGM
3 1 3
i n  1885, a s  p r e v i o u s l y  mentioned,  Dr. B l a c k ie  s u g g e s t e d  t h a t  t h e  
company's s h a r e s  shou ld  be p l ac e d  on t h e  Glasgow S to c k  Exchange. 
Th is  was t h e  f i r s t  t im e  t h a t  t h e  s u g g e s t i o n  o f  l i s t i n g  was made 
and i t  was no t  r a i s e d  a g a in  u n t i l  I 889.
The company became p r o f i t a b l e  a g a i n  i n  1888 and  t h e  
d i r e c t o r s  s t a r t e d  a l l o c a t i n g  a m o u n t s  o f  d e p r e c i a t i o n  a n d  
d e c l a r i n g  d i v i d e n d s .  I t  i s  s i g n i f i c a n t  t o  s e e  how t h e  
d e p r e c i a t i o n  and c a p i t a l  e x p e n d i t u r e  a c c o u n t in g  p o l i c i e s  changed 
ove r  t im e .  I n  d i s c u s s i n g  t h e  p r e p a r a t i o n  o f  t h e  1876 a c coun t s ,  
t h e  f o l l o w i n g  s t a t e m e n t  a p p e a r e d  i n  t h e  d i r e c t o r s '  m i n u t e s :  
" . . . a f t e r  c a r e f u l  d e l i b e r a t i o n  i t  was a g r e e d  t o  w r i t e  o f f  f ro m  
a v a i l a b l e  p r o f i t  £ 2 ,0 0 0  t o  D e p r e c i a t i o n  A c c o u n t ,  and  t o  c r e d i t  
t h i s  accoun t  w i t h  a l i k e  sum y e a r l y .  I t  was f u r t h e r  agreed  t h a t  
a l l  r e n e w a l s  and r e p a i r s  be charged  a g a i n s t  Revenue i n  t h e  y e a r s  
such t a k e  p l a c e "  (DM, 4 J u l y ,  I 876, UGD 91 /178 /1 ) .
I n  1878 t h e  d i r e c t o r s  d e c i d e d  t h a t  t h e  d e p r e c i a t i o n  
p r o v i s i o n  s h o u l d  be  £ 1 0 , 0 0 0  s o  t h e y  c h a r g e d  £ 3 , 6 5 5  t o  
d e p r e c i a t i o n .  They s u b s e q u e n t ly  dec ided  t o  m a i n t a i n  i t  a t  t h i s  
r a t e  f o r  t h e  ne x t  t h r e e  y e a r s  by c h a rg i n g  £3,600 p e r  yea r .  Then 
came t h e  1882 and 1883 d e b a t e s  a l r e a d y  m e n t i o n e d  w i t h  t h e  
a u d i t o r ' s  l e t t e r  e x p r e s s i n g  t h e  i n a d e q u a c y  o f  t h e  d e p r e c i a t i o n  
c h a r g e ,  and e s t a b l i s h i n g  t h e  r a t e s  o f  t h r e e  and a h a l f  p e r  c e n t  
on b u i l d i n g s  and s e v e n  and  a h a l f  p e r  c e n t  on m a c h i n e r y .  What  
was no t  p r e v i o u s l y  men tioned i n  t h e  deba te  over  t h e  I 883 accoun t s  
was t h a t  Mr. Watson, a non-James F i n l a y  a f f i l i a t e d  d i r e c t o r ,  was 
concerned w i t h  t h e  cha rg in g  o f  t h e  c os t  o f  r e p a i r s ,  a l t e r a t i o n s  
and r e n e w a l s  t o  revenue  and t h a t  t h e s e  amounts shou ld  r a t h e r  have 
been  c h a r g e d  t o  c a p i t a l  and a c o r r e s p o n d i n g  sum c r e d i t e d  t o  
d e p r e c i a t i o n  (DM, 26 J u l y  1 883,  UGD 9 1 / 1 7 8 / 3 ) .  T h i s  was w h a t  
ended up happen in g  i n  the  1883 amended a c coun t s  o f  t h e  W el l ing ton
3 1 4
m i l l .  This  proved t o  be j u s t  t h e  s t a r t  o f  m od i fy in g  t h e  o r i g i n a l  
p o l i c y  s e t  i n  1876.
In  1884 t h e  d i r e c t o r s  made t h e  comment t h a t  no d e p r e c i a t i o n  
n e e ded  t o  be p r o v i d e d  t h i s  y e a r  f o r  t h e  W e l l i n g t o n  m i l l  a s  t h e  
p r o p e r t y  i n  t h e i r  o p i n i o n  d i d  n o t  s t a n d  a t  t o o  h i g h  a v a l u e  
(AA/Cs, ÜGD 9 1 / 163). Then came t h e  y e a r s  o f  no d e p r e c i a t i o n  a t  
a l l  due t o  t h e  l o s s e s  s u f f e r e d  by t h e  company.  The i d e a  o f  
r e f l e c t i n g  t h e  " t r u e  p o s i t i o n "  o r  " t r u e  v a l u e "  s e e m e d  t o  h a v e  
been  t h e  i d e a  b e h i n d  t h e  d e p r e c i a t i o n  d i s c u s s i o n  up t o  t h i s  
p o i n t .
I n  I 8 8 7 , a l t h o u g h  no d e p r e c i a t i o n  w as  c r e d i t e d  t o  t h e  
d e p r e c i a t i o n  ac co u n t ,  i t  was d i s c u s s e d  by t h e  d i r e c t o r s .  Again, 
non-James F i n l a y  d i r e c t o r  T. Watson, s u g g e s t e d  t h a t  when i n  t h e  
f u t u r e  d e p r e c i a t i o n  i s  p r o v id e d  f o r ,  t h a t  c o n s i d e r a t i o n  shou ld  be 
t a k e n  o f  s h o r t - t i m e  working  a t  t h e  m i l l s  and t h a t  a l l  c ha rges  f o r  
r e p a i r s  s h o u l d  be d e b i t e d  t o  t h e  d e p r e c i a t i o n  a c c o u n t s .  From 
1888 t o  1903 t h e  company c o n t i n u e d  t o  c h a r g e  r e p a i r s  t o  
d e p r e c i a t i o n .  As can  be s e e n  f r o m  T a b l e  6 ,  t h e  company a l s o  
charged  r e n e w a l s  o f  f i x e d  a s s e t s  t o  t h e  d e p r e c i a t i o n  account .
Cbampdamy Jute Co., Ltd. 
Accounting for Depreciation, 1875 to 1921
Date Champ Less  ^  Wgtn Less  Tot
Repr Repr Bal
Renl Renl
£ £ £ £ £
1875 2 ,344  0 2 ,344  -  -  -  2 ,344
1876 2 ,000  0 4 ,344  -  -  -  4,344
1877 2 ,000  0 6 ,344  -  -  -  6,344
1878 3 ,655  0 10,000 -  -  -  10,000
1879 3 ,600  0 13,600 -  -  -  13,600
1880 3 ,600  0 17,000 -  -  -  17,200
1881 3 ,600  0 20 ,800  _ _ -  20,800
1882 10 ,000  0 3 0 , 8 0 0  1 ,000  0 1 ,0 00  31 ,800
1883 10,542 0 41,34 2 3 , 0 86 0 4 , 0 86 4 5,42 8
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1884 6 ,000 0 47,342 0 0 4,086 51 ,428
1885 0 0 0 0 0 0 51,428
1866 0 0 0 0 0 0 51,428
1887 0 0 0 0 0 0 51,428
1888 5,000 2,182 50,160 4,850 1,572 7,364 57,524
1889 18,500 323 68,337 10,050 437 16,977 85,3141890 5,674 259 73,752 4,057 300 20,734 94,486
1891 3,889 5,065 72,576 1,924 335 22 ,323 94,899
1892 4 ,1 98 2,665 74,109 2,022 1,607 22 ,7 38 96,847
1893 3,032 11,352 65,789 2,582 1,030 24,289 90,078
1894 0 19,763 46,026 0 6 ,295 17,998 64,024
1895 0 1,979 44,047 0 2,564 15,433 59,4 80
1896 0 1,529 42 ,518 0 231 15,202 57,720
1897 9,522 690 51,350 4,772 311 19,663 71,013
1898 0 718 50,632 0 523 19,141 69 ,773
1899 0 2,594 48 ,038 0 7,016 12,124 60,162
1900 0 2,443 45,595 0 2,004 10,119 55,714
1901 0 816 44,779 0 2 ,067 8,052 52,831
1902 a 3 ,000 800 56,979 10,000 580 17,472 74,451
1903 16,000 2,891 13,109 0 0 0 87,560
1904b 10 ,000 2,941 7,059 0 0 0 94,619
1905 11,000 0 11,000 - - —
1906 0 0 0 — — _ _
1907 6,000 1,000 5,000 - - — —
1908 11,000 0 11,000 - - — _
1909 14,000 0 14,000 - - - —
1910 14,000 0 14,000 - _ _
1911 7,000 0 7,000 - - - -
1912 21,000 0 21,000 - - - —
1913 20 ,000 0 20,000 - - - -
1914 20 ,000 0 20,000 - - - -
1915 17,000 0 17,000 - - - -
1916 90,000 0 90,000 - - - -
1917 30,000 0 30,000 - - - -
1918 30,000 0 30,000 - - - -
19190 2,391 0 22,391 - - - -
1920 24,854 0 24,854 - - - -
1921 27,681 0 27,681 - - - -
Table 6
Source:  Annual Accounts o f  Qiampdany J u t e  Co.,  L td .
(UGD 91/163,  91 /1 6 9 ) .
Notes :  a .  W e l l ing ton  m i l l  d e p r e c i a t i o n  was no t  shown
s e p a r a t e l y  beyond 1902.
b.  A f t e r  1904, accumula ted d e p r e c i a t i o n  was no 
l o n g e r  d i s c l o s e d  i n  t h e  a c c o u n t s .  The accumu­
l a t e d  d e p r e c i a t i o n  (£94 ,619)  was w r i t t e n  o f f  
th e  a s s e t  a c co u n t s ,  and t h e r e a f t e r ,  u n t i l  
1919 a n e t  f i g u r e  f o r  a s s e t s  was shown.
c.  In  1919 t h e  t a x  a u t h o r i t i e s  i n  I n d i a  would 
on ly  a l low d e p r e c i a t i o n  on t h e  c o s t  o f  a s s e t s  
shown i n  t h e  ba lance  s h e e t .  Hence, t h e  accumu­
l a t e d  amount o f  d e p r e c i a t i o n  was shown a g a in .
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D e p r e c i a t i o n  was aga in  p ro v id e d  f o r  f rom 1888 t o  I 893. In  
1889 t h e  n e x t  d e b a t e  o c c u r r e d  o v e r  d e p r e c i a t i o n .  The C h a i rm a n  
p u t  f o r w a r d  t h e  p o s i t i o n  t h a t  t h e  r a t e s  r ec om m e nde d  by t h e  
a u d i t o r  i n  1882 s h o u l d  be a d h e r e d  t o  and  t h e  s h o r t f a l l  i n  
d e p r e c i a t i o n  over  t h e  l a s t  f o u r  y e a r s  shou ld  be made up. In  t h e  
d i r e c t o r s *  r e p o r t  o f  t h e  1 889 a c c o u n t s  t h e  C h a i r m a n  s e t  o u t  h i s  
p o s i t i o n  t h i s  way; **By r e f e r e n c e  t o  t h e  R e p o r t s  f o r  1887 and  
1888 i t  w i l l  be s e e n  t h a t  t h e  e x a c t  p o s i t i o n  o f  D e p r e c i a t i o n  
Account  i s  a s  f o l l o w s ;






Deduct  amount w r i t t e n  o f f  i n  1888 5,000
£20,074
F u r t h e r  amount t o  be now w r i t t e n  o f f  18,500
Leaving  a D e b i t  Ba lance  t o  be p r o v id e d  i n  1890 o f  £ 1,574





Deduct  amount w r i t t e n  o f f  i n  I 888
F u r t h e r  amount t o  be now w r i t t e n  o f f






The D i r e c t o r s  f e a r  t h e y  may n o t  h a v e  a c t e d  q u i t e  p r o p e r l y  
l a s t  y e a r  i n  pay ing  a d iv id e n d  w i t h o u t  making adequate  p r o v i s i o n  
f o r  D e p r e c i a t i o n ,  b u t  t h e y  w e r e  d e s i r o u s  t o  pay a d i v i d e n d  f o r
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t h a t  y e a r  o f  4$ and t h i s  y e a r  t h e y  h a v e  d e c i d e d  t o  d e c l a r e  a 
d i v id e n d  o f  5%, a l though  t h e r e  i s  s t i l l  a d e f i c i e n c y  o f  £2,991 i n  
t h e  p r o p e r  am oun t  f o r  D e p r e c i a t i o n ,  w h i c h  w i l l  r e q u i r e  t o  be 
p ro v id e d  f o r  i n  next  Ba lance" (DR, 1889, UGD 91/163) .
T. W a t s o n  a n d  J .  Luke  s u g g e s t e d  t h a t  s u c h  a l a r g e  
d e p r e c i a t i o n  a d ju s tm e n t  (£18,500 f o r  Champdany m i l l  and £10,050 
f o r  W e l l i n g t o n  m i l l )  s h o u l d  be s p r e a d  o v e r  two  y e a r s  o r  m ore .  
They f u r t h e r  sugges ted  t h a t  t h e  d iv id e n d  could t h e n  be i n c r e a s e d  
t o  s i x  and  a q u a r t e r  p e r  c e n t  o r  e v e n  s e v e n  and a h a l f  p e r  c e n t .  
J o h n  M u i r  s t a t e d  t h a t  he  d i d  n o t  a g r e e  w i t h  t h e i r  p r o p o s a l  b u t  
o f f e r e d  t o  r e f e r  t h e  q u e s t i o n  i f  t h e y  so  d e s i r e d  t o  t h e  
company*s banker ,  Mr. Fleming,  who was Cash ie r  o f  t h e  Royal Bank 
o f  S c o t l a n d .  W a ts o n  and  Luke s t a t e d  t h a t  t h i s  w o u ld  n o t  be 
n e c e s s a r y  as  th e y  d i d  no t  want  t o  p r e s s  t h e i r  v i e w s  t o  a  d i v i s i o n  
(DM, 16 J u l y  1889, UGD 91 /178 /4 ) .
In  1890 t h e  company had a n o t h e r  p r o f i t a b l e  y e a r .  I t  made up 
t h e  a m o u n t s  o f  d e p r e c i a t i o n  s t i l l  t o  be p r o v i d e d  f o r  f r o m  1889 
p l u s  p rov id ed  d e p r e c i a t i o n  f o r  t h e  y e a r  ended 1890. The company 
a l s o  d e c l a r e d  a  d iv id e n d  o f  t e n  p e r  c e n t  f o r  on ly  t h e  t h i r d  t im e  
i n  t h e  company*s h i s t o r y  t o  t h i s  p o i n t  i n  t im e .
I n  1892 t h e  d i r e c t o r s  s t a t e d  i n  t h e i r  r e p o r t  t h a t  i n s t e a d  o f  
c h a rg in g  £8,022 f o r  d e p r e c i a t i o n  th e y  were go ing  t o  on ly  charge 
£6,022,  which l e f t  a  s h o r t f a l l  o f  £2,000 which th e y  s t a t e d  would 
be made up i n  a subsequen t  y e a r .  Th is  enab led  a d i v id e n d  o f  two 
and  a  h a l f  p e r  c e n t  t o  be d e c l a r e d .  At t h e  AGM one  s h a r e h o l d e r  
s u g g e s t e d  t h a t  t h e  w h o le  am o u n t  o f  t h e  d e p r e c i a t i o n  c h a r g e s  
s h o u l d  be d e l e t e d  f rom  t h e  p r e s e n t  a c c o u n t s .  The d i r e c t o r s  
a s s u r e d  th e  s h a r e h o l d e r  t h a t  t h e  q u e s t i o n  o f  f u t u r e  d e p r e c i a t i o n  
charges  would be looked a t  by t h e  d i r e c t o r s  (AGM Minutes ,  29 J u ly  
1892, UGD 91/ 177/ 1).
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The 1893 AGM was t h e  c a t a l y s t  f o r  a  c o n f l i c t  t h a t  e v e n t u a l l y  
e n d e d  up i n  c e r t a i n  m i n o r i t y  s h a r e h o l d e r s  t a k i n g  t h e  m a j o r i t y  
s h a r e h o l d e r s  a n d  t h e  d i r e c t o r s  t o  c o u r t  o v e r  a l l e g e d  
mismanagement  o f  t h e  company's f i n a n c e s  and f o r  t h e  ove r  cha rg in g  
o f  agency f e e s  by F i n l a y  Muir.  These d e t a i l s  w i l l  be developed  
i n  t h e  n e x t  p a r t  o f  t h e  s t u d y .  C a p i t a l  e x p e n d i t u r e  a n d  
d e p r e c i a t i o n  a c c o u n t i n g  p o l i c i e s  c o n t i n u e d  t o  be a  p a r t  o f  t h e  
c o n f l i c t  a l though  th e  a c c o u n t in g  f o r  a f a l l  i n  t h e  s t e r l i n g - r u p e e  
exchange r a t e  was t h e  m ajo r  a c c o u n t in g  p o l i c y  which  d e f i n e d  and 
made v i s i b l e  u n d e r c u r r e n t s  o f  c o n f l i c t  i n  t h e  o r g a n i s a t i o n .
F o r  t h e  y e a r  en d e d  1893 t h e  company d e c l a r e d  a  d i v i d e n d  o f  
f i v e  p e r  c e n t .  The d i r e c t o r s  s t a t e d  t h e  f o l l o w i n g  i n  t h e i r  
r e p o r t :
"The q u e s t i o n  o f  d i s p e n s i n g  w i t h  t h i s  
charge  ( d e p r e c i a t i o n )  a l t o g e t h e r  was r a i s e d  a t  
l a s t  Annual  G e n e r a l  M e e t i n g ,  by one  o f  t h e  
S h a r e h o l d e r s ,  a nd  t h e  D i r e c t o r s  h a v e  s i n c e  
t h e n  h a d  t h e  m a t t e r  u n d e r  c a r e f u l  
c o n s i d e r a t i o n .  They a r e  o f  o p i n i o n  t h a t ,  
w h i l e  l a r g e  s u m s  a r e  b e i n g  d e b i t e d  t o  
D e p r e c i a t i o n  A c c o u n t  f o r  r e n e w a l  a n d  
r e p l a c e m e n t  o f  o l d  and  w o r n - o u t  m a c h i n e r y ,  
b o i l e r s ,  e n g in e s ,  and e ng ine  g e a r i n g ,  and f o r  
r e p a i r s  on b u i l d i n g s ,  e t c . ,  i t  would be unwise  
and  i m p r o p e r  t o  d i s c o n t i n u e  t h e  p r a c t i c e  o f  
m a k i n g  p r o v i s i o n  f o r  c o s t  o f  sam e  a n n u a l l y .
Had t h i s  p o l i c y  n o t  b e e n  a d o p t e d  i n  p a s t  
y e a r s ,  t h e  amount o f  £11 ,351:18s. lOd. expended 
t h i s  y e a r  on r e p l a c e m e n t s  and  r e p a i r s  on 
a c c o u n t  o f  Champdany M i l l ,  and £ 1 ,030:6s .1 Id. 
on account  o f  W e l l i n g t o n  M i l l  —  say  t o g e t h e r ,
£ 1 2 , 3 8 2 : 5 s . 9 d  —  i n s t e a d  o f  b e i n g  p l a c e d  t o  
t h e  Debi t  o f  D e p r e c i a t i o n  Account ,  a s  has  been 
d o n e ,  w ou ld  h a v e  be e n  c h a r g e a b l e  a g a i n s t  t h e  
y e a r ' s  r e v e n u e ,  a n d  w o u l d  h a v e  l e f t  t h e  
S h a r e h o l d e r s  w i t h o u t  a D i v i d e n d .  W h i l e ,  
t h e r e f o r e ,  t h e  D i r e c t o r s  c o n s id e r  i t  r i g h t  t o  
c o n t i n u e  t o  p r o v i d e  a n n u a l l y  a g a i n s t  
D e p r e c i a t i o n  o f  m ach inery ,  they  t h i n k  t h a t  t h e  
c h a r g e  o f  3 1 / 2  p e r  c e n t ,  h i t h e r t o  made i n  
r e s p e c t  o f  D e p r e c i a t i o n  o f  B u i l d i n g s ,  may f o r  
t h e  p r e s e n t  be d i s c o n t i n u e d .
They h a v e  a l s o  d e c i d e d  t h a t  f o r  t h e  
p r e s e n t ,  t h e  D e p r e c i a t i o n  o f  £ 1 ,0 0 0  on  e a c h  
M i l l  — t o g e t h e r ,  £2,000 — undercharged  l a s t
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y e a r ,  and w h i c h  i t  was  a r r a n g e d  s h o u l d  be 
charged t o  t h e  y e a r  now c lo s e d ,  s h a l l  be s t i l l  
h e l d  o v e r ,  t i l l  a  f u t u r e  and m ore  p r o s p e r o u s  
y e a r ,  when i t  w i l l  be p l a c e d  t o  t h e  c r e d i t  o f  
D e p r e c i a t i o n  Account .
The D i r e c t o r s  p r o p o s e  t o  w r i t e  o f f  now. 
D e p r e c i a t i o n  a t  t h e  u s u a l  r a t e  o f  7 1/2%, on 
Machinery on ly ,  amounting i n  r e s p e c t  o f ;
Champdany M i l l ,  t o  £3,032
and o f  W e l l i n g t o n  M i l l , t o  2 ,582
T o g e t h e r ,  £ 5 ,6 1 4 "  (DR,
1893, UGD 9 1 /163 ) .
T, W a ts o n ,  who d i d  n o t  d r a f t  t h e  r e p o r t ,  a g r e e d  w i t h  t h e  
a p p r o a c h  t a k e n  o v e r  t h e  d e p r e c i a t i o n  a c c o u n t s .  H ow e ver ,  h e  
d i s p u t e d  t h e  f a c t  t h a t  " t h e  e n t i r e  c o s t  o f  t h e  new e n g i n e  i s  
p l a c e d  t o  t h e  d e b i t  o f  t h e  d e p r e c i a t i o n  fund i n s t e a d  o f  p a r t l y  t o  
c a p i t a l "  (DM, 21 J u l y  1893 ,  UGD 9 1 / 1 7 8 / 4 ) .  He p o i n t e d  o u t  t h a t  
t h e  o l d  m a c h i n e  was  s t i l l  i n  f i n e  w o r k i n g  o r d e r  and  h e n c e  a 
v a l u a b l e  working a s s e t .  He concluded t h a t  t h e  new machine i s  a 
f r e s h  i t e m  o f  c a p i t a l  o u t l a y  and i s  a l s o  t e c h n o l o g i c a l l y  s u p e r i o r  
t o  t h e  o ld  machine.
I t  a p p e a r s  t h a t  f ro m  a b o u t  1 890 t o  a b o u t  1902 new c a p i t a l  
e x p e n d i t u r e  was e i t h e r  d e b i t e d  t o  the  d e p r e c i a t i o n  account  i f  i t  
was a  r enew al  o r  r e p l a c e m e n t  o f  an e x i s t i n g  a s s e t ,  and d e b i t e d  t o  
t h e  a s s e t  a c c o u n t  i f  i t  was  a n  a d d i t i o n  t o  t h e  e x i s t i n g  a s s e t s .  
T h i s  p o l i c y ,  h o w e v e r ,  was  n o t  c l e a r  when p r e s e n t e d  w i t h  a 
t e c h n o l o g i c a l  s u p e r i o r  a s s e t  a s  o u t l i n e d  above (DM, 30 J u l y  1890 
and 16 February  1894, UGD 91 /178 /4 ) .
The c a p i t a l  e x p e n d i t u r e  p o l i c y  o f  c h a r g i n g  r e n e w a l s  and 
r e p a i r s  a g a i n s t  d e p r e c i a t i o n ,  a s  s t a t e d  by t h e  d i r e c t o r s ,  enab led  
t h i s  e x p e n d i t u r e  t o  come i n  " b e lo w  t h e  l i n e "  and  t h u s  e n a b l e d  a
d i v id e n d  t o  be de c la re d .
I n  1896 a group o f  s h a r e h o l d e r s ,  concerned  t h a t  they had not
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r e c e i v e d  a d i v i d e n d  s i n c e  1893 ,  p e t i t i o n e d  t h e  company w i t h  
r e s p e c t  t o  i t s  a c c o u n t in g  p r a c t i c e s .  They s u g g e s t e d ,  among o t h e r  
t h i n g s ,  t h a t  t h e r e  was no need t o  p r o v id e  any more d e p r e c i a t i o n  
because  t h e  m i l l s  had a l r e a d y  been reduced  s u b s t a n t i a l l y  by the  
d e p r e c i a t i o n  f u n d .  The d i r e c t o r s  g a v e  t h e  p e t i t i o n  t o  t h e  
company l a w y e r s ,  M a c la y ,  M u r r a y  and S p e n s ,  f o r  t h e i r  a d v i c e  a s  
Champdany was i n  t h e  m id s t  o f  a  c o u r t  a c t i o n  from a n o th e r  group 
o f  s h a r e h o l d e r s .  The l a w y e r s  a d v i s e d  t h e  d i r e c t o r s  i n  t h e  
f o l l o w i n g  m an n e r :  " . . . a s s u m i n g  t h e  B oa rd  i s  i n  f a v o u r  o f  a
p o l i c y  o f  pay ing  a  d i v id e n d  as  soon as  may be, we t h i n k  i t  m igh t  
w e l l  s u g g e s t  t o  t h e  s h a r e h o l d e r s  t o  a p p o in t  a s m a l l  comm it tee  t o  
c o n f e r  w i t h  t h e  B oa rd  a s  t o  t h e  w h o l e  q u e s t i o n  o f  c a p i t a l  and 
r evenue  and o f  t h e  p r o p e r  mode o f  s t a t i n g  p r o f i t  and l o s s  w i t h  a 
vi ew t o  s e c u r i n g  t h a t  p r o f i t s  can be made a v a i l a b l e  f o r  d iv idend"  
(quoted i n  DM, 16 J u l y  1896, UGD 91 /178 /4 ) .
There was no d e p r e c i a t i o n  p ro v id e d  f o r  i n  t h e  1896 a c co u n t s  
a s  w e l l  a s  no d iv id e n d  d e c l a r e d .  A c om m it t ee  was a p p o in t e d  and 
m e t  w i t h  t h e  d i r e c t o r s .  B e c a u s e  o f  t h e  c o u r t  a c t i o n ,  t h e  
d i r e c t o r s  d i d  n o t  w a n t  t h e  a c c o u n t s  t o  be c h a n g e d  i n  any  way. 
T h e y  a l t e r n a t i v e l y  s u g g e s t e d  t h a t  d e b e n t u r e s  m i g h t  be a 
p o s s i b i l i t y  f o r  s e c u r i n g  a  r e g u l a r  i n v e s t m e n t  i n c o m e  f rom  t h e  
company.  However ,  s h a r e h o l d e r s  r e p r e s e n t i n g  £ 1 0 0 ,0 0 0  o f  t h e  
s h a r e  c a p i t a l  a p p l i e d  f o r  d e b e n t u r e s ,  and  a s  t h i s  was f o r  t o o  
h igh  a  p r o p o r t i o n  o f  t h e  s h a re  c a p i t a l ,  t h e  scheme was abandoned 
(DM, 24 F e b r u a r y  1897,  UGD 9 1 / 1 7 8 / 4 ) .  The a t t e m p t  t o  i n c r e a s e  
p r o f i t  t h r o u g h  a l t e r n a t i v e  a c c o u n t i n g  p r a c t i c e s ,  d id  no t  prove 
f r u i t f u l  i n  t h i s  case.
From 1 894 t o  1901 no d e p r e c i a t i o n  was c h a r g e d  i n  t h e  
a c c o u n t s  e xcep t  f o r  1897. The a u d i t o r s  drew a t t e n t i o n  t o  t h i s  i n  
t h e i r  r e p o r t  t o  s h a r e h o l d e r s  a t  t h e  AGM i n  1902. D u r i n g  t h i s
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same t im e  p e r i o d  a  d iv id e n d  was no t  d e c l a r e d  u n t i l  1901.
I n  1902 an outcome r e l a t e d  c o n t r a c t ,  based  on p r o f i t s  r a t h e r  
t h a n  on t h e  d iv idend  d e c l a r e d ,  was n e g o t i a t e d  by t h e  company w i th  
t h e  manager  o f  Champdany who a l s o  s u p e r v i s e d  th e  W e l l i n g t o n  m i l l .  
T h i s  a p p e a r e d  t o  p r o m p t  t h e  C h a i rm a n  o f  t h e  d i r e c t o r s ,  a t  t h e  
same m ee t ing  and i m m e d ia te ly  a f t e r  t h e  management  c o n t r a c t  was 
d i s c u s s e d ,  to  s t a t e  a new p o l i c y  on t h e  t r e a t m e n t  o f  r e p a i r s .  He 
s u g g e s t e d  t h a t  a l l  r e p a i r s  i n  t h e  f u t u r e  s h o u l d  be e x p e n s e d  
r a t h e r  t h a n  p u t  t o  t h e  d e b i t  o f  t h e  d e p r e c i a t i o n  a c c o u n t .  He 
a l s o  s t a t e d  t h a t  each new i t e m  o f  c a p i t a l  e x p e n d i t u r e ,  w he the r  a 
r e p l a c e m e n t  o r  a n  a d d i t i o n ,  s h o u l d  be d e a l t  w i t h  s e p a r a t e l y  i n  
t h e  accoun t s  i n  a manner approved o f  by t h e  board (DM, 17 August 
1903, UGD 91/178/4) .
I t  a p p e a r s  t h a t  t h i s  e x p e n s i n g  o f  r e p a i r s  a g a i n s t  p r o f i t s  
was prompted  by l i n k i n g  t h e  m anager ' s  bonus i n t o  p r o f i t s ;  whereas  
p r e v i o u s l y  r e p a i r s  w e r e  d e b i t e d  t o  d e p r e c i a t i o n  t o  e n a b l e  a 
l a r g e r  a m oun t  o f  p r o f i t  t o  be a v a i l a b l e  f o r  d i v i d e n d .  T h i s ,  
however ,  was no t  so i m p o r t a n t  now as  t h e  h e a t  had been t a k e n  ou t  
o f  t h e  d iv ide nd  d e b a te s  because o f  t h e  more homogeneous n a t u r e  o f  
t h e  s h a r e h o l d e r s .  Th is  had o c c u r r e d  i n  1898 because  James F i n l a y  
had  b o u g h t  up much o f  t h e  d i s s e n t i n g  s h a r e s  and t h e  r e s t  o f  t h e  
non-James F in la y  s h a r e s  had been c onve r ted  t o  p r e f e r e n c e  s h a re s .
From 1907 o n w a r d s  no e x p e n d i t u r e  f o r  r e p l a c e m e n t s  o r  
r e n e w a l s  was  d e b i t e d  t o  t h e  d e p r e c i a t i o n  a c c o u n t .  C a p i t a l  
e x p e n d i t u r e  was c a p i t a l i s e d .  How ever ,  f ro m  1905 t o  1919 
a c c u m u l a t e d  d e p r e c i a t i o n  was  no l o n g e r  shown i n  t h e  a c c o u n t s ,  
o n l y  t h e  y e a r l y  c h a r g e  i n  t h e  p r o f i t  and  l o s s  was  shown.  The 
a s s e t s  were shown a t  t h e i r  w r i t t e n  down amounts .
In  1919, however ,  t h e  I n d i a n  t a x  a u t h o r i t i e s  dec ided  to  base
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t h e  annual  d e p r e c i a t i o n  a l l o w a n c e  on t h e  v a lu e  o f  t h e  b u i l d i n g s  
and  m a c h i n e r y  a s  shown i n  t h e  a c c o u n t s .  The d i r e c t o r s  had ,  i n  
t h e  1910's ,  w r i t t e n  t h e  a s s e t s  down s i g n i f i c a n t l y .  As se en  from 
T a b l e  5 ,  i n  1916, £9 0 ,0 0 0  was c h a r g e d  t o  p r o f i t  and l o s s  and  i n  
1917 and 1 9 1 8 , £ 30 ,0 0 0  i n  e a c h  y e a r  was c h a r g e d .  T h i s  l a r g e  
amount charged i n  1916 was t o  make f u l l  p r o v i s i o n  ou t  o f  r evenue  
f o r  t h e  c o s t  o f  t h e  r e c e n t  e x t e n s i o n  a t  t h e  W e l l i n g t o n  m i l l  and 
o t h e r  r e c e n t  c a p i t a l  e x p e n d i t u r e  (DR, 1916, UGD 91/169) .
I t  was  now d e c i d e d ,  h o w e v e r ,  t o  show t h e  f u l l  c o s t  o f  t h e  
b u i l d i n g s  and machinery  l e s s  accum ula ted  d e p r e c i a t i o n  a t  the  r a t e  
o f  f i v e  p e r  c e n t  ( t h e  r a t e  a l l o w e d  by t h e  I n d i a n  t a x  
a u t h o r i t i e s ) .  The d i r e c t o r s  t r a n s f e r r e d  t o  t h e  c r e d i t  o f  a
S p e c i a l  R e p l a c e m e n t  R e s e r v e  a c c o u n t  t h e  r e m a i n d e r  o f  t h e  sum 
p r e v i o u s l y  w r i t t e n  o f f  f o r  d e p r e c i a t i o n .
As p r e v i o u s l y  m e n t i o n e d ,  i n c o m e  t a x  i n  p a r t i c u l a r ,  and  
f i s c a l  p o l i c y  g e n e r a l l y ,  a f f e c t e d  a c c o u n t i n g  p r a c t i c e .  The 
company k e p t  s e p a r a t e  a s s e t  and  d e p r e c i a t i o n  r e c o r d s  f o r  t a x  
pu rposes .  The wear  and t e a r  a l l o w a n c e ,  which came t o  be known as  
d e p r e c i a t i o n ,  was on ly  a l l o w e d  a s  a  d e d u c t i o n  f o r  United  Kingdom 
t a x a t i o n  w i t h  r e s p e c t  t o  machinery .  The a l l o w a b l e  r a t e  was t e n  
p e r  c e n t  f rom 1875 t o  1901 and from 1902 t h e  a l l o w a b l e  r a t e  was 
r e d u c e d  t o  s i x  p e r  c e n t .  I n  t h e  t a x  d e p r e c i a t i o n  t h e r e  was no 
ch a rg in g  o f  r e p l a c e m e n t s  bu t  r a t h e r  t h e  f u l l  amount  a l l o w a b l e  was 
c l a i m e d  (Tax R e c o r d s ,  UGD 9 1 / 1 6 8 ) .  For  t h e  p u r p o s e s  o f  I n d i a n  
t a x a t i o n ,  d e p r e c i a t i o n  a l l o w a b l e  was g r e a t e r  and  i t  was  a l s o  
a l l o w e d  on b u i l d i n g s .  I n  1919,  a s  a l r e a d y  n o t e d ,  t h e  I n d i a n  
a u t h o r i t i e s  s t a t e d  t h a t  d e p r e c i a t i o n  had t o  be based  on t h e  a s s e t  
v a l u e s  as  shown i n  t h e  accoun t s .
D e p r e c i a t i o n  and c a p i t a l  e x p e n d i t u r e  a c c o u n t in g  p r a c t i c e s  
were c o n s t i t u t i v e  and r e f l e c t i v e  o f  c o n f l i c t s  i n  t h e  o r g a n i s a t i o n
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o v e r  p r o f i t  d e t e r m i n a t i o n  and  t h e  d i v i d e n d  d e c i s i o n .  The 
d i v id e n d  d e c i s i o n  was more I m p o r t a n t  f o r  t h e  m i n o r i t y ,  non-James 
F i n l a y  s h a r e h o l d e r s  b e c a u s e  o f  t h e i r  d i f f e r e n t  i n t e r e s t  i n  t h e  
company ,  t h a n  t h e  J a m e s  F i n l a y  a f f i l i a t e d  s h a r e h o l d e r s ,  whose  
g o a l s  f o r  t h e  company w e r e  l o n g  t e r m  and  i n f l u e n c e d  by t h e  
commiss ion  income and o t h e r  income earned from Diampdany. Th is  
t e n s i o n  i n  t h e  o r g a n i s a t i o n  be came d e f i n e d  and  made v i s i b l e  by 
t h e  d e p r e c i a t i o n  and c a p i t a l  e x p e n d i t u r e  p r a c t i c e s ,  i n  such a way 
t h a t  t h e  a c c o u n t in g  p r a c t i c e s  w e r e  e m b r o i l e d  i n  d i s t r i b u t i o n a l  
e f f e c t s  r a t h e r  t h a n  any  d e s i r e  f o r  any  n o t i o n  o f  w h a t  was 
" c o r r e c t "  p r a c t i c e .
The d e p r e c i a t i o n  a c c o u n t  was  c o n c e i v e d  o f  d i f f e r e n t l y  by 
d i f f e r e n t  i n t e r e s t e d  p a r t i e s ;  i t  was v a r i o u s l y  d e s c r i b e d  a s  a 
fund,  an accoun t ,  a v a l u a t i o n  p roce du re ,  o r  an a l l o w a n c e  f o r  wear  
and  t e a r .  D e s p i t e  t h i s ,  h o w e v e r ,  t h e  r e a l  i s s u e  i n  t h e  company 
over  t h e s e  a c c o u n t in g  p r a c t i c e s  was t h e i r  d i s t r i b u t i o n a l  e f f e c t s  
and t h e  j u s t i f i c a t i o n  o f  t h e  p r a c t i c e s  by t h e  appea l  t o  e x p e r t s  
( t h e  a u d i t o r ,  l aw yer ,  and banker)  by t h e  dominant  s h a r e h o l d e r s .  
T h i s  was  n o t  t h e  c a s e  a f t e r  t h e  s h a r e h o l d e r s  had  become a m ore  
homogeneous group i n  1899. A f t e r  t h a t ,  d e p r e c i a t i o n  was a f f e c t e d  
by i n t e r n a l  management p r o c e d u r e s  such as  c o n t r a c t i n g  w i t h  m i l l  
management , and d e f i n i t i o n s  o f  c o s t  f o r  p r i c i n g  d e c i s i o n s  ( t o  be 
covered  i n  t h e  nex t  p a r t ) .  Also t a x a t i o n  r e g u l a t i o n s  i n f l u e n c e d  
p r a c t i c e s  such  a s  r a t e s  o f  d e p r e c i a t i o n  and  t h e  d i s c l o s u r e  o f  
a s s e t  v a l u e s ,  as  was t h e  ca se  i n  1919.
The  c a s e  w i l l  now e x a m i n e  t h e  a c c o u n t i n g  p r a c t i c e s  
a s s o c i a t e d  w i t h  e x c h a n g e  r a t e  m ovem e n ts  and  how t h e s e  became 
e m b r o i l e d  i n  a c o n f l i c t  t h a t  ended  up i n  t h e  C o u r t  o f  S e s s i o n ,  
S c o t l a n d ' s  h i g h e s t  c o u r t .
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b. Aooouotlng for Exchange Rate Movements
(1) Background
The d i r e c t o r s  w e r e  c o n c e r n e d  t h a t  t h e  company 
had such a poor  s t a r t .  They acknowledged t h a t  t h e  Champdany m i l l  
was too  s u b s t a n t i a l ,  and t h e r e f o r e  more c o s t l y  t h a n  was n e c e s s a ry  
f o r  a  j u t e  m i l l .  T h i s ,  t h e y  r e a l i s e d ,  was  a n  i n i t i a l  m i s t a k e .  
However ,  t h e  d i r e c t o r s  w e r e  a l w a y s  a t  p a i n s  t o  p o i n t  o u t  t h a t  
th e y  had b u i l t  t h e  m i l l  and p u r c h a s e d  m ach inery  when p r i c e s  were 
h i g h .  The f u n d s  o u t l a i d  f o r  t h i s  p u r p o s e  c o s t  on t h e  a v e r a g e .  
I s . l i d .  f o r  e v e r y  Rupee ( £ l = R s 1 0 . 5 ) .  I n  1893 t h e  d i r e c t o r s  
s t a t e d  t h a t  t h e  e x c h a n g e  r a t e  a t  w h i c h  s u c h  f u n d s  c o u l d  now be 
r e m i t t e d  was 1s.4d. p e r  Rupee (£1=Rs15) which showed t h a t  a  m i l l  
could be b u i l t ,  a t  p r e s e n t ,  a t  a bou t  t h i r t y  p e r  c e n t  l e s s  on t h e  
I n d i a n  e x p e n d i t u r e  ( C o r r e s p o n d e n c e ,  27 S e p t e m b e r  1893» UGD 
9 1 / 1 7 8 / 4 ) .
Average Rate of Exchange, 1872 to 1921
















































T a b le  7
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Source:  V. Anstey,  I h a  ■Economie Development  o f  I n d i a ,
London: Longmans, Green & Co. ,  1942, pp.  412-421 .
Table  7 shows how the  exchange r a t e  moved d u r i n g  t h e  p e r i o d  
f r o m  1872 t o  1921. The m o s t  d r a m a t i c  f a l l  i n  t h e  e x c h a n g e  r a t e  
was i n  t h e  tw en ty  y e a r s  f rom 1875 t o  1895. I n d i a ' s  c u r r e n c y  had 
a  s i l v e r  s t a n d a r d  i m p o s e d  on i t  i n  1806 by t h e  E a s t  I n d i a  
Company, f o r  s i l v e r  p r i c e s  began t o  slump from 1874 onwards ,  
f r o m  69p p e r  ounce  i n  1873 t o  24p p e r  o u n c e  i n  1910 ,  w i t h  t h e  
l o w e s t  p r i c e  b e i n g  2 Ip p e r  o u n c e  i n  1897.  D u r i n g  t h i s  t i m e  t h e  
government  o f  I n d i a  was concerned  abou t  t h i s  s t a t e  o f  a f f a i r s  and 
c o n t i n u a l l y  sugges ted  t h a t  B r i t a i n  l e t  h e r  adop t  a  go ld  s t a n d a r d .  
H ow ever ,  B r i t i s h  c o m m e r c i a l  i n t e r e s t s  p r e v a i l e d  as  t h e y  argued  
t h a t  con t inuous  cu r rency  d e p r e c i a t i o n  was t h e  on ly  remedy a g a i n s t  
w o r l d - w i d e  f a l l i n g  p r i c e s ,  and  t h e  o n l y  way o f  k e e p i n g  I n d i a n  
e x p o r t s  c o m p e t i t i v e  i n  i n  w or ld  m a r k e t s  (de Cecco, 1984, pp. 64-  
6 5 ) .
Champdany would have b e n e f i t t e d  from t h i s  p o l i c y  i n  s e l l i n g  
i t s  j u t e .  However, i n  1893 t h e  H e r s c h e l l  Committee  r e a l i s e d  t h a t  
t h e  a d o p t i o n  o f  t h e  g o l d  s t a n d a r d  was t h e  o n l y  way t o  a v e r t  
d i s a s t e r .  The I n d ia n  m in t s  were c lo s e d  t o  t h e  co inage  o f  s i l v e r  
i n  o r d e r  t o  reduce  t h e  number o f  rupees  i n  c i r c u l a t i o n  u n t i l  t h e  
g o l d  v a l u e  o f  t h e  r u p e e  r o s e  t o  l s . 4 d .  The v a l u e  o f  r u p e e  
s t a b i l i s e d  much t o  t h e  r e l i e f  o f  the  I n d i a n  government ,  a s  t h i s  
p e r i o d  had  p u t  a g r e a t  s t r a i n  on s t a t e  r e v e n u e s  ( A n s t e y ,  1942,  
pp.  4 0 9 - 4 1 1 ) .
I t  w a s  n o t  u n t i l  1917  t h a t  f u r t h e r  e x c h a n g e  r a t e  
f l u c t u a t i o n s  o c c u r r e d .  T h i s  was due t o  t h e  p r i c e  o f  s i l v e r  
i n c r e a s i n g  d r a m a t i c a l l y  a t  t h e  end o f  t h e  F i r s t  W or ld  War 
(Ans tey,  1942, p. 420) .
326
(11) Controversy Over Exchange Treatment
The downward  d e c l i n e  o f  t h e  e x c h a n g e  r a t e  
p r e s e n t e d  an acco u n t in g  problem t o  t h e  Champdany d i r e c t o r s .  John 
Muir ,  Chairman i n  1883, argued  t h a t  t h e  company shou ld  make f u l l  
p r o v i s i o n  f o r  l o s s e s  s u s t a i n e d  s i n c e  the  company s t a r t e d  b u s i n e s s  
and t h a t  p a r t  o f  t h e s e  l o s s e s  had been i n c u r r e d  due t o  a f a l l  i n  
t h e  exchange r a t e .  As a l r e a d y  no ted ,  t h e  Chairman s t a t e d  t h a t  a 
s a v i n g  o f  £42 ,821  c o u l d  h a v e  be e n  made,  o f  w h ic h  t h e  f a l l  i n  
exchange c o n s t i t u t e d  £7,461,  i f  t h e  company had been s t a r t e d  up 
i n  1883 (DR, 1 883» ÜGD 9 1 / 1 6 3 ) .  However ,  t h e  n o n - J a m e s  F i n l a y  
d i r e c t o r s  and  s h a r e h o l d e r s  d i s a g r e e d  w i t h  t h e  w r i t i n g  down o f  
a s s e t s  t o  r e f l e c t  any l o s s  i n  va lu e .  The m a t t e r  was not  b rough t  
up ag a in  by t h e  Chairman u n t i l  t e n  y e a r s  l a t e r  i n  1893.
The company had accounted  f o r  f o r e i g n  exchange t r a n s a c t i o n s  
up t o  1 8 9 3  by  u s i n g  a " b o o k k e e p i n g  r a t e "  o f  1 s . 9 d .  f o r  
r e m i t t a n c e s  t o  or  from I n d ia .  Th is  r a t e  approx im ated  t h e  average  
r a t e  c u r r e n t  when,  and  f o r  some t i m e  a f t e r ,  t h e  company was  
s t a r t e d .  The d i f f e r e n c e  b e t w e e n  1 s .9 d .  and t h e  a c t u a l  c u r r e n t  
r a t e  on r e m i t t a n c e s ,  was c r e d i t e d  o r  d e b i t e d  a s  t h e  c a s e  m i g h t  
be, t o  t h e  Exchange account ,  t h e  b a lance  o f  which was added t o  o r  
charged a g a i n s t  t h e  y e a r ' s  p r o f i t .
The e x c h a n g e  l o s s  o r  g a i n  was  shown a s  a s e p a r a t e  i t e m  i n  
t h e  a c c o u n t s  u n t i l  1889. In  1890 t h e  s e p a r a t e  d i s c l o s u r e  o f  t h e  
f i g u r e  f e l l  v i c t i m  t o  t h e  company b e i n g  q u o t e d  on t h e  Glasgow 
S toc k  Exchange. The d i r e c t o r s  became l e s s  candid and open abou t  
expense c a t e g o r i e s  and p r e f e r r e d  t o  lump them a l l  t o g e t h e r .  I t  
can  be s e e n  f rom  T a b l e  8 how,  i n  t h e  l a s t  f i v e  y e a r s ,  t h e  
e x c h a n g e  l o s s  was g r o w i n g  and  t h e  " b o o k k e e p i n g  r a t e "  o f  l s . 9 d .
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was no l o n g e r  app ro x im a t in g  t h e  c u r r e n t  exchange r a t e .
Champdany J u t e  Co. ,  L td .
Exchange Gain o r  Loss , 1875 t o  1921
fea r  Ended Exchange (Gi
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Source:  Annual Accounts  o f  Champdany J u t e  Co.,  Ltd .
(ÜGD 9 1 /1 6 3 , 9 1 /1 6 9 ).
Notes:  a -  A f t e r  1900, t h e  acco u n t s  d id  no t  d i s c l o s e
t h e  exchange g a in  o r  l o s s  s e p a r a t e l y .  The 1900 's  
and 1910*3, e x c e p t  f o r  1920 and 1921, t h e  exchange 
r a t e  d id  n o t  move t o o  much around the  a ccoun t ing  
r a t e  o f  1 s .4 d .
Data  not  d i s c l o s e d
The company a l s o ,  a t  y e a r  end ,  t o o k  t h e  s t o c k  o f  raw and 
m anufac tu red  j u t e  on hand and a d j u s t e d  the  f i g u r e  by the  year  end 
e x c h a n g e  r a t e .  T h i s  was t h e  o n l y  b a l a n c e  s h e e t  i t e m  t h a t  was
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a d j u s t e d  t o  t h e  r a t e  p r e v a i l i n g  a t  b a la n c e  d a t e  (Correspondence ,  
24 J u l y  1893, UGD 91/175).
I t  i s  i n t e r e s t i n g  t o  see how t h i s  f a l l  i n  t h e  exchange r a t e  
h i g h l i g h t e d  th e  way th e  company was p r e s e n t l y  a c c o u n t in g  f o r  i t .  
More i m p o r t a n t l y ,  now t h a t  the  d i r e c t o r s  proposed  t o  change t h e  
way t h e y  had accounted f o r  i t ,  t h e  r e a c t i o n  o f  t h e  s h a r e h o l d e r s  
t o  t h e  change, b r in g s  t o  t h e  s u r f a c e  d i s s a t i s f a c t i o n s  and t e n s i o n  
w i t h  t h e  management o f  t h e i r  company t h a t  had been s im m er ing  f o r  
a  l o n g  t im e.
The a u d i t o r  s t a t e d  t h a t  he  had  been  g i v i n g  t h e  q u e s t i o n  o f  
exchange h i s  most c a r e f u l  c o n s i d e r a t i o n  "w i th  t h e  r e s u l t  t h a t  I  
h a v e  come t o  t h e  c o n c l u s i o n  t h a t  i t  i s  n e c e s s a r y  t h a t  an  
a d j u s t m e n t  s h o u l d  be made i n  o r d e r  t o  b r i n g  t h e  a c c o u n t s  i n t o  
harmony w i th  the  r a t e  o f  I n d i a n  Exchange which t h e  Government i s  
now s e e k in g  t o  f i x  a t  l s . 4 d .  p e r  rupee"  (Corre spondence ,  24 J u l y  
1893,  UGD 9 1 / 1 7 5 ) .  He f u r t h e r  s t a t e d  t h a t  t h e  r e s u l t  o f  t h e  
p r e s e n t  method o f  d e a l i n g  w i t h  exchange r a t e  f l u c t u a t i o n  was t h e  
f o l l o w i n g :
" . . . . t h a t  w h i l e  t h e  Annual  P r o f i t  and  L o s s  
A c c oun t  h a s . . . . b e e n  a d j u s t e d  w i t h  t h e  c u r r e n t  
r a t e s  a l l  a c cu m u la t io n s  o f  p r o f i t  r e t a i n e d  i n  
I n d i a  h a v e  be e n  a l l o w e d  t o  r e m a i n  i n  t h e  
Company’s  Books a t  t h e  b o o k - k e e p i n g  r a t e  o f  
1/9.
The D e p r e c i a t i o n  Fund h a s  b e e n  b u i l t  up 
w i t h  such  a c c u m u l a t i o n s ,  and  I  am o f  o p i n i o n  
t h a t  i t  i s  now n e c e s s a r y  t h a t  a n  a d j u s t m e n t  
s h o u l d  be made i n  o r d e r  t o  b r i n g  i t  i n t o  
harmony w i th  t h e  r a t e  o f  exchange which i s  now 
s o u g h t  t o  be f i x e d ,  and  t h a t  f o r  t h e  f u t u r e  
t h e  Accounts shou ld  be based upon t h e  c u r r e n t  
r a t e  o f ,  1/4 o r  t h e r e b y .
To g i v e  e f f e c t  t o  s u c h  p r o p o s e d  
a d j u s t m e n t ,  t h e  f o l l o w i n g  e n t r i e s  w o u l d  
r e q u i r e  t o  be made:
D e p r e c i a t i o n  Accoun t  and t h e  I n s u r a n c e  
Funds which now s t a n d  t o g e t h e r  a t  £103,999 and 
S u n d r y  D e p o s i t  a c c o u n t s  a t  £ 2 , 2 8 8  w ou ld  
r e q u i r e  ( t o g e t h e r )  t o  be  r e d u c e d  t o  t h e
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e q u i v a l e n t  o f  1 / 4  o r  £ 8 0 , 9  81 a n d  t h e  
d i f f e r e n c e  o f  £ 2 5 , 3 0 6  w o u l d  f a l l  t o  be 
deduc ted  from:
1» F.M, & Co, A/C; Advance A/C; C a l c u t t a  
Twis t  Co. A/C, t o  b r in g  them t o  t h e  e q u i v a l e n t  
o f  1/4 -  £2823.
2. Cash i n  Bank and a t  W orks ,  t o  b r i n g  
i t  t o  the  e q u i v a l e n t  o f  1/4 -  £7192.
3. Lands ,  B u i l d i n g s ,  M a c h i n e r y  and 
Sundry Debtors ,  t h e  ba la nc e ,  r e p r e s e n t i n g  t h e  
d i f f e r e n c e  on Rupee e x p e n d i t u r e  i n  t h e s e  i t e m s  
-  £15,291
( T o t a l )  -  £ 2 5 ,3 0 6 "  ( C o r r e s p o n d e n c e ,  24 
J u l y  1893, UGD 9 1 /1 7 5 ) .
S l o a n ’s l e t t e r  on e x c h a n g e  was r e a d  a t  t h e  AGM h e l d  on 31 
J u l y ,  1983 . The C ha i rm a n  s t a t e d  t h a t  he a p p r o v e d  o f  t h e  
a d j u s t m e n t  o f  t h e  company’ s books  b e i n g  a f f e c t e d  i n  a c c o r d a n c e  
w i t h  t h e  r e c o m m e n d a t i o n  o f  t h e  a u d i t o r  and  s t a t e d  t h a t  t h e  
recommendat ion  would be made i n  t h e  acco u n t s  f o r  t h e  c u r r e n t  y e a r  
( i . e .  y e a r  end 30 A p r i l ,  1894) .  The C h a i rm a n  and  a u d i t o r  
a n s w e r e d  some q u e s t i o n s  f rom  N. P. Brown and o t h e r s  and  t h i s  
a ppeared  t o  be t h e  end o f  t h e  m a t t e r  (AGM M inutes ,  31 J u l y  1893, 
UGD 9 1 / 1 7 7 /1 ) .
However, t h i s  was t h e  c a t a l y s t  f o r  a c o n f l i c t  which ended up 
i n  c e r t a i n  m i n o r i t y  s h a r e h o l d e r s  t a k i n g  t h e  d i r e c t o r s  t o  c o u r t  
f o r  mismanagement  o f  the  company. A s e r i e s  o f  l e t t e r s  was s e n t  
t o  t h e  company by N. P. Brown a s  a f o l l o w  up t o  t h e  q u e s t i o n s  he  
r a i s e d  a t  t h e  AGM. He was concerned t h a t  t h e  commiss ions  ea rned  
by F i n l a y  M uir  i n  I n d i a  and  Ja m e s  F i n l a y  i n  G lasgow w e r e  n o t  
be ing  p r o p e r l y  d i s c l o s e d  t o  s h a r e h o l d e r s .  He wro te  s i x  t im e s  t o  
Champdany from 31 J u l y  1893 t o  11 October  1893.
His concern over  the  commiss ions  focu s s e d  on the  p o t e n t i a l  
c o n f l i c t  t h a t  e x i s t e d  i n  t h e  o r g a n i s a t i o n a l  and  o w n e r s h i p  
s t r u c t u r e  o f  t h e  company.  As J a m e s  F i n l a y  b o t h  c o n t r o l l e d  
( th rough  t h e i r  m a j o r i t y  s h a re h o ld in g )  and managed ( th rough  F in la y  
Muir be ing  Champdany’s managing agen ts )  Champdany, t h i s  r e v e a l e d
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a c c o r d in g  t o  N, P. Brown, a "double  i n t e r e s t "  i n  t h e  company. He 
a c c u s e d  F i n l a y ,  s t a t i n g  " . . . . y o u  h a v e  a d o u b l e  i n t e r e s t . . . . a n d  
t h a t  y o u r  i n t e r e s t s  a s  S h a r e h o l d e r s  a r e  l a r g e l y  s u b o r d i n a t e  t o  
y o u r  i n t e r e s t s  a s  M a n a g e r s ,  A g e n t s  a n d  F i n a n c i e r s "  
(Correspondence ,  DM, 29 September  1893, UGD 9 1 /178 /4 ) .  Brown 
r a i s e d  s i m i l a r  o b j e c t i o n s  t o  t h e  am oun t  o f  c o m m i s s i o n  in c o m e  
e a r n e d  a s  c o m p a red  t o  t h e  d i v i d e n d  r e t u r n ,  a s  r a i s e d  by W a tson  
and  Hannay when t h e  d i r e c t o r s  p r o p o s e d  f u r t h e r  i n v e s t m e n t  i n  a 
new m i l l  i n  1893 ( see  S e c t i o n  B, P a r t  2).
James F i n l a y  q u e s t i o n e d  Brown as  t o  why he d id  no t  g ive  the  
company n o t i c e  o f  t h e  q u e s t i o n s  he  was g o i n g  t o  a s k  t h e  AGM. 
Brown r e p l i e d  t h a t  h i s  q u e s t i o n s  were l a r g e l y  u n p r e m e d i t a t e d  and, 
t h e r e f o r e ,  he  c o u l d  n o t  g i v e  n o t i c e  o f  w h a t  h e  h a d  no d e f i n i t e  
i n t e n t i o n  o f  d o i n g  b e f o r e  com ing  t o  t h e  AGM. He s t a t e d  " t h e  
A u d i to r ’s l e t t e r  upon the  s u b j e c t  o f  Exchange was r e a l l y  wha t  l e d  
me t o  p u t  t h e  q u e s t i o n  r e g a r d i n g  y o u r  c o m m i s s i o n s "  
(Cbrrespondence,  DM, 29 September  1893, UGD 91 /178 /4 ) .
S l o a n  a l s o  g a v e ,  a s  a n o t h e r  r e a s o n ,  why he  now deemed i t  
n e c e s s a r y  t o  b r i n g  a t t e n t i o n  t o  t h e  f a c t  t h a t  t h e  a c t u a l  r a t e  o f  
e x c h a n g e  c u r r e n t  a t  b a l a n c e  d a t e  d i f f e r e d  s o  much f rom  t h e  
bookkeeping r a t e  used f o r  a c c o u n t in g  pu rposes .  He s t a t e d  t h a t  i t  
was  o n l y  i n  t h e  l a s t  two y e a r s  t h a t  t h e  "Cash i n  Banks"  had  
a m o u n t e d  t o  a c o n s i d e r a b l e  sum and  i t  was  t h e  p o s s i b i l i t y  o f  
h a v i n g  t o  b r i n g  t h e s e  sums home t h a t  made him r e c o n s i d e r  t h e  
q u e s t i o n  o f  e x c h a n g e  ( C o r r e s p o n d e n c e ,  DM, 16 A u g u s t  1893,  UGD 
9 1 / 1 7 8 / 4 ) .
I n  e x p l a i n i n g  the  proposed  exchange a d ju s t m e n t  t o  N. Brown 
t h e  Chairman s t a t e d  t h a t  " the  a u d i t o r ’s r ecom mendat ion would have 
t h e  e f f e c t  o f  r ed u c in g  t h e  acco u n t s  t o  f i g u r e s  t h a t  more n e a r ly
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r e p r e s e n t e d  r e a l  v a lu e s  i n  s t e r l i n g  and would make t h e  exchange 
l o s s  h e r e a f t e r  a p p e a r  s m a l l e r "  ( C o r r e s p o n d e n c e ,  DM, 16 A ug u s t  
1893, UGD 91 /178/4) .
I t  i s  s i g n i f i c a n t  t h a t  J .  Muir  b rought  up t h e  argument  t h a t  
t h e  new m e th o d  o f  t r e a t m e n t  w o u ld  r e d u c e  t h e  e x c h a n g e  l o s s  on 
f u n d s  r e m i t t e d  i n  t h e  p r o f i t  and l o s s  a c c o u n t .  P r e v i o u s l y ,  i n  
a rg u in g  t h e  d i r e c t o r ' s  case  over  d e p r e c i a t i o n  amounts ,  he a lw ays  
u s e d  t h e  o p p o s i t e  a r g u m e n t  w i t h  r e s p e c t  t o  t h e  e f f e c t  on t h e  
p r o f i t  a v a i l a b l e  f o r  d iv idend .  He o b v io u s ly  was concerned  t h a t  
t h e  y e a r l y  e x c h a n g e  l o s s  was  c h a r g e d  t o  t h e  p r o f i t  and  l o s s  
a c c o u n t  and  was g e t t i n g  t o o  l a r g e  and u ne ve n .  T h i s  c a n  be s e e n  
from Table  8.
T. Watson, t h e  non-James F i n l a y  d i r e c t o r ,  a l s o  r esponded t o  
t h e  a u d i t o r ' s  recommenda t ion by l e t t e r  t o  h i s  f e l l o w  d i r e c t o r s ,  
a s  he d id  no t  a t t e n d  t h a t  AGM. He s t a t e d :
" . . . . I  t a k e  e x c e p t i o n  t o  t h e  a u d i t o r ' s  
i n t e r f e r i n g  w i t h  D i r e c t o r s  o r  S h a r e h o l d e r s  as  
t o  w h a t  p r i c e s  t h e y  s h o u l d  pay  f o r  Land ,  
B u i l d i n g s ,  M a c h i n e r y ,  J u t e ,  O i l ,  Coal  e t c .  o r  
a t  w h a t  p r i c e s  t h e y  s h o u l d  s e l l  t h e  p r o d u c t s  
o f  t h e  M i l l s  and I  most  s t r e n u o u s l y  o b j e c t  t o  
t h e  p r o p o s a l  h e  m akes  t o  r e d u c e  t h e  v a l u e  o f  
t h e  f i r s t  named t h r e e  i t e m s  b e c a u s e  t h a t  
exchange i s  much lo w e r  s i n c e  t h e  C o n t r a c t s  f o r  
s u c h  w e r e  e n t e r e d  i n t o .  D o u b t l e s s  some 
c o n t r a c t s  w e r e  made i n  t h e  C u r r e n c y  o f  I n d i a  
i . e .  Rupees .  But  o u r  Company i s  n o t  a Rupee 
c o n c e r n ,  b u t  one o f  Pounds  S t e r l i n g  w i t h  i t s  
R e g i s t e r e d  O f f i c e  i n  t h i s  Ci ty  f o r  conduc t ing  
i t s  a f f a i r s .
T h e r e  a r e  19 ,7 0 0  s h a r e s  e a c h  o f  £10 S t g .  
f u l l y  p a id ,  making up t h e  C a p i t a l  o f  £197,000 
S t g .  Each S h a r e h o l d e r  had  t o  pay  ' p a r r i  
passu* f o r  the  v a r i o u s  i t e m s  r e q u i r e d  f o r  t h e  
m a n u f a c t u r e  o f  J u t e  f a b r i c s .  Some o f  t h e s e  
i t e m s  w e r e  c o n t r a c t e d  f o r  and p a i d  i n  t h i s  
C o u n t r y ;  o t h e r s  w e r e  p u c h a s e d  i n  I n d i a  and 
p r i m a r i l y  p a id  i n  E a s t e r n  Currency,  they  were 
r e a l l y  p a i d  f o r  i n  S t e r l i n g  -  B i l l s  b e i n g  
d r a w n  a t  t h e  Exchange  o f  t h e  day and  p a i d  f o r  
by t h e  S h a r e h o l d e r s  i n  P ounds  t h r o u g h  t h e i r  
f i n a n c i a l  r e p r e s e n t a t i v e s  - M e s s r s .  J a m e s  
F i n l a y  & Co. Each t r a n s a c t i o n  o f  t h e  k i n d  was
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t h u s  c o m p l e t e l y  s e t t l e d  -  d i s c h a r g e d  and  
c lo s e d .
I  am a s t o n i s h e d  t h a t  t h i s  q u e s t i o n  o f  
r e d u c t i o n  i n  v a l u e  o f  t h e  f i x e d  P r o p e r t i e s  
s h o u l d  a g a i n  be s t i r r e d  up a f t e r  t h e  p a i n f u l  
e x p e r i en c e  and r e c o l l e c t i o n s  o f  1882/83 and i n  
v i e w  o f  t h e  s e t t l e m e n t  t h a t  w a s  m a d e "  
( C o r r e s p o n d e n c e ,  DM, 30 A u g u s t  1893 ,  UGD 
91 /1 7 8 /4 ) .
Watson r e c o u n t s  how th e  a t t e m p t  t o  accoun t  f o r  t h e  f a l l  i n  
e x c h a n g e  w a s  c o m p l e t e l y  s q u a s h e d  by t h e  c o m m i t t e e  o f  
s h a r e h o l d e r s .  He f i n i s h e d  h i s  l e t t e r  by s t a t i n g  t h a t  " suppos ing  
t h a t  i n s t e a d  o f  f a l l i n g , e x c h a n g e  ha d  r i s e n  . . . . w o u l d  a P r o f i t  
and Loss  e n t r y  be made d e b i t i n g  Fixed P r o p e r t y  t h e r e w i t h ?  I f  so 
f r o m  w h a t  fu n d  wou ld  t h i s  i m a g i n a r y  g a i n  be p a i d  t o  t h e  
s h a r e h o l d e r s  who a r e  e n t i t l e d  t o  a l l  P r o f i t s  a f t e r  m e e t i n g  a l l  
c h a r g e s ? "  ( C o r r e s p o n d e n c e ,  DM, 30 A u g u s t  1893,  UGD 9 1 / 1 7 8 / 4 ,  
emphasis  i n  o r i g i n a l ) .
W atson  saw no r e a s o n ,  t h e n ,  t o  a c c o u n t  f o r  an u n r e a l i s e d  
( im a g ina ry )  exchange l o s s .  Not s u r p r i s i n g l y ,  A. S loan  ( a u d i t o r )  
was  n o t  i m p r e s s e d  by t h e  l e t t e r  w h ic h  h e  f e l t  was  d e s i g n e d  t o  
i n t i m i d a t e  him a s  a u d i t o r .  ( T h i s  d i a l o g u e  o v e r  t h e  a u d i t o r ' s  
d u t i e s  w i l l  be examined i n  t h e  ne x t  p a r t  o f  t h i s  s e c t i o n ) .  S loan  
r e p l i e d  t o  Watson, s t a t i n g :
"Mr. Watson m isapprehends  t h e  scope o f  my 
p r o p o s a l .  I  e n d e a v o u r e d  t o  make i t  a s  c l e a r  
a s  p o s s i b l e  t h a t  t h e  r e d u c t i o n  w h i c h  I  
p r o p o s e d  e x t e n d e d  o n l y  t o  t h e  sum o f  t h e  
a c c u m u l a t e d  p r o f i t s  r e p r e s e n t e d  by t h e  
D e p r e c i a t i o n  and  I n s u r a n c e  Funds  a m o u n t i n g  
t o g e t h e r  t o  £ 1 0 3 ,9 9 9 .  T h i s  a m o u n t  h a s  b e e n  
r e a r e d  up on th e  b a s i s  o f  exchanging t h e  Rupee 
ê  1 / 9 ,  and ,  h a v i n g  b e e n  e x p e n d e d  i n  I n d i a  o r  
r e t a i n e d  t h e r e ,  i t  r em a in s  i n  t h e  Accounts  a t  
t h a t  r a t e .  I t  i s  r e p r e s e n t e d  on  t h e  o t h e r  
s i d e  o f ,  t h e  B a l a n c e  S h e e t  by (1)  e x p e n d i t u r e  
un d e r  t h e  h e a d i n g  o f .  Lands ,  B u i l d i n g s ,  and 
M a c h i n e r y ,  and (2)  t h e  b a l a n c e  o f  Cash i n  t h e  
C a l c u t t a  Banks.
My p r o p o s a l  i s  t h a t  t h i s  a m o u n t  be  
r e d u c e d  t o  t h e  e q u i v a l e n t  o f  1/4 p e r  Rupee,
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and t h a t  t h e  d i f f e r e n c e  be a p p l i e d  (1) i n  
b r i n g i n g  t h e  Cash  i n  B a n k s  t o  t h e  s a m e  
e q u i v a l e n t ,  and (2) i n  w r i t i n g  down L a n d s ,  
B u i l d i n g s ,  and M a c h i n e r v  i n  r e s p e c t  o f  Rupee 
e x p e n d i t u r e  t h e r e o n  o u t  jqX  a c c u m u l a t e d  
■Bre.fltg« I  t r u s t  I  h a v e  made i t  c l e a r  t h a t  
t h e  d e d u c t i o n s  w h i c h  I  p r o p o s e  i n  my l e t t e r ,  
do not  touch the  e x p e n d i t u r e  r e p r e s e n t i n g  t h e  
o r i g i n a l  C a p i t a l  o f  £ 1 9 7 ,0 0 0  ( w h i c h  I  d e a l  
w i t h  be low )  b u t  o n l y  t h e  e x p e n d i t u r e  o f ,  t h e  
a c c u m u l a t i o n s  o f  P r o f i t ,  w h i c h ,  a s  t h e  
a c c o u n t s  a r e  f r a m e d ,  a p p e a r  on b o t h  s i d e s  o f  
t h e  Balance Shee t  a t  t h e  e q u i v a l e n t  o f  1/9 p e r  
Rupee." (Correspondence,  6 September  1893, UGD 
91/175,  emphasis i n  o r i g i n a l ) .
S loa n  f u r t h e r  s t a t e s  t h a t  s i n c e  w r i t i n g  h i s  p r e v io u s  l e t t e r  
o f  t h e  24 J u l y  1893,  he  h a s  come t o  t h i n k  t h a t  a m ore  s w e e p i n g  
r e d u c t i o n  o f  v a lu e s  should  be made. He s t a t e d :
" I t  i s  q u i t e  t r u e  as  Mr. Watson says  t h a t  
'each S h a r e h o ld e r  had t o  pay " p a r i  passu"  f o r  
t h e  v a r i o u s  i t e m s  r e q u i r e d  f o r  t h e  m a n u fa c tu re  
o f  J u t e  f a b r i c s '  and  t h a t  w h e t h e r ,  t h e  money 
was p a id  i n  t h i s  c oun t ry ,  o r ,  w he the r  i t  was 
r e m i t t e d  t o  I n d i a  a t  t h e  Exchange o f  t h e  day, 
a n d  t h e n  p a i d  i n  R u p e e s ,  s o  f a r  a s  t h e  
S h a r e h o l d e r s  were concerned t h e  payments  were 
made, a s  Mr. Watson sa ys  ' i n  pounds ' .
As r e g a r d s  t h e  v a l u e  o f  M a c h i n e r y  s e n t  
o u t  f ro m  t h i s  c o u n t r y ;  and w h i c h  c a n n o t  M  
p rocu re d  i n  I n d i a . I  do no t  t h i n k  t h e  q u e s t i o n  
o f  t h e  f a l l  o f  t h e  g o l d  v a l u e  o f  t h e  Rupee 
need be c o n s id e r e d .
ÈS. r e g a r d s  Rupee e x pen.<lli.mLfi in  India, 
however . ±hA case  I s .  a l t o g e t h e r  d i f f e r e n t .
I n  c o n s i d e r i n g  t h i s  q u e s t i o n  i t  m u s t  be 
borne i n  mind t h a t  w h i l e  t h e  go ld  v a lu e  o f  t h e  
Rupee h a s  f a l l e n  f rom  2 / -  t o  1 / 4  s i n c e  1 873,  
t h e  p u r c h a s i n g  p o w e r , o f  t h e  Rupee i n  I n d i a  
has  not d e c re a s ed .  That  i s  t o  say t h a t  w h i l e  
i t  now r e q u i r e s  Rs 15 t o  p u r c h a s e  a Sove re ign  
which tw en ty  y e a r s  ago could be bought  f o r  Rs 
10 -  Rs 10 w i l l  t o d a y  p u r c h a s e  a s  much i n  
I n d i a  as  t h e y  wou ld  i n  1873.  T h e r e f o r e  a 
S o v e r e i g n ,  w h i c h  i n  1870 c o u l d  o n l y  p u r c h a s e  
t e n  a r t i c l e s  ( e a c h  w o r t h  Rs 1) w i l l  t o d a y  
p u r c h a s e  f i f t e e n ;  o r  i n  o t h e r  w o r d s  ilLS. 
s t e r l i n g  v a l u e  o f  t e n  a r t i c l e s  w h i c h  t w e n t y  
y e a r s  ago was £1, i s  now, o n ly  13/4.
A c o n s i d e r a b l e  p o r t i o n  o f  t h e  o r i g i n a l  
c a p i t a l  o f ,  £197,000 was r e m i t t e d  t o  I n d i a  a t  
t h e  Exchange of  t h e  day -  a t  an average  o f  say 
1 / 1 1 ,  o r  Rs 10.42 p e r  £1. Say f o r  e x a m p l e ,  
t h a t  £1 ,0 0 0  w e r e  so  r e m i t t e d ,  and t h a t  t h e
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e q u i v a l e n t  i n  Rupees was e x p e n a e a  i n  t h e  
purchase  o f  Land and t h e  e r e c t i o n  o f  B u i l d in g s  
e t c ;  t h e n  l e t  us a s s u m e  t h a t  i f  t h e s e  w e r e  
s o ld  today they would r e a l i z e  t h e i r  e x a c t  c o s t  
i n  Rupees ,  v i z , £ 1 0 ,4 2 0  -  t h e  e x c h a n g e  v a l u e  
t h e r e o f ,  a t  1 /4  w o u ld  o n l y  be £694;  o r  £305 
l e s s  t h a n  c o s t  a t  w h i c h  t h e y  s t a n d  i n  t h e  
Books,
I f  £80,000 were so r e m i t t e d  and expanded, 
t h e  p r e s e n t  v a l u e  i n  s t e r l i n g  ê 1 /4  E xc ha nge  
wou ld o n l y  be £ 5 5 ,5 7 3  and t o  b r i n g  t h e  i t e m s  
down i n  t h e  Books t o  t h a t  f i g u r e ,  t h e r e  would 
r e q u i r e  to  be w r i t t e n  o f f ,  t h e  sum of  £24,426. 
T h i s  v i e w  o f  t h e  q u e s t i o n  s h o u l d ,  I  t h i n k ,  
r e c e i v e  t h e  most  c a r e f u l  c o n s i d e r a t i o n  o f  the  
D i r e c t o r s  ( C o r r e s p o n d e n c e ,  6 S e p t e m b e r  1893» 
ÜGD 91/175 ,  emphasi s  i n  o r i g i n a l ) .
S loan  f i n a l l y  a d d re s s e d  Watson's  p o i n t  abou t  how t h e  company 
would accoun t  f o r  a  r i s e  i n  t h e  exchange r a t e .
" I f  t h e  c a s e  p r e v i o u s l y  c o n s i d e r e d  w e r e  
e x a c t l y  r e v e r s e d  -  i f  Rupee ha d  s t o o d  a t  1 /4  
when t h e  C a p i t a l  was e x p e n d e d ,  a nd  was  now, 
w or th  1/11,  and appeared  l i k e l y  c o n t i n u e  a t  
t h a t  v a l u e , th e n  I  c e r t a i n l y  t h i n k  i t  would be 
r i g h t  and p ro p e r ,  t o  make such an e n t r y  a s  Mr. 
Watson s u g g e s t s  w i t h  t h e  view o f  b r i n g i n g  t h e  
Rupee e x p e n d i t u r e  i n  " F i x e d  P r o p e r t y "  up t o  
i t s  t r u e  e q u i v a l e n t  i n  go ld .
The sum so  ad d e d  t o  " F i x e d  P r o p e r t y "  
wou ld  be no " i m a g i n a r y  g a i n , "  b u t  a  d e f i n i t e  
and a s c e r t a i n e d  i n c r e a s e  i n  t h e  gold v a lu e  o f  
s a i d  P r o p e r ty ,  and i t  would be p e r f e c t l y  r i g h t  
and p r o p e r ,  i f  so  d e t e r m i n e d ,  t o  d i v i d e  i t  
a m o n g s t  t h e  S h a r e h o l d e r s  i n  t h e  fo rm  o f  a 
bonus .  Take t h e  c a s e  o f  a P u b l i c  Company i n  
t h i s  c o u n t r y ,  h a v i n g  a s  one o f  i t s  a s s e t s ,  
p r o p e r t y  w h ich  o w in g  t o  c i r c u m s t a n c e s  -  s a y  
t h e  d i sc o v e r y  o f  m i n e r a l s  -  has  u n q u e s t io n a b ly  
l a r g e l y  i n c r e a s e d  i n  v a l u e .  I t  w ou ld  be 
m a n i f e s t l y  improper  t o  a l lo w  s a i d  p r o p e r t y  t o  
r e m a i n  i n  t h e  A c c o u n t s  o f  t h e  Company a t  t h e  
o r i g i n a l  v a l u a t i o n .  As i n  t h a t  c a s e  any 
S h a r e h o ld e r  i g n o r a n t  o f  t h e  t r u e  v a lu e  m igh t  
p a r t  w i t h  h i s  h o l d i n g  f o r  much l e s s  t h a n  i t  
was r e a l l y  worth.  I t  might  e i t h e r  be p a id  t o  
t h e  S h a r e h o l d e r  i n  t h e  fo rm  o f  a b o n u s ,  o r  
c a r r i e d  t o  t h e i r  c r e d i t  i n  a S p e c i a l  Reserve,  
o r  o t h e r  s i m i l a r  account  i n  which l a t t e r  case  
a S h a r e h o l d e r  s e l l i n g  o u t  wou ld  r e c e i v e  h i s  
s h a r e  o f  t h e  i n c r e a s e  i n  t h e  e n h a n c e d  p r i c e  
which such a favourable s t a t e  of Account would 
command f o r  t h e  S t o c k  of t h e  Company 
( C o r r e s p o n d e n c e ,  6 S e p t e m b e r  1 8 9 3 ,  UGD 
91/175, emphasis  i n  original).
W atson  r e t i r e d  f rom  t h e  b o a r d  on  t h e  29 S e p t e m b e r ,  1893* 
T h i s  i s s u e  o f  a c c o u n t i n g  f o r  f o r e i g n  e x c h a n g e  and  t h e  i s s u e  o f  
i n v e s t i n g  Champdany's working  c a p i t a l  i n t o  a new m i l l ,  were t h e  
f i n a l  b l o w s  i n  a s e r i e s  o f  c o n f l i c t s  o v e r  t h e  y e a r s  w i t h  t h e  
James F in la y  a f f i l i a t e d  d i r e c t o r s .
N, P. Brown f o l l o w e d  up on h i s  r e q u e s t s  f o r  d e t a i l s  on t h e  
commiss ions and o t h e r  income ea rned  by James F i n l a y  and F i n l a y  
M u i r .  By t h i s  t i m e  Brown h a d  f o r m e d  a g r o u p  o f  s h a r e h o l d e r s  
t o g e t h e r  who shared  t h e  same concerns  he had over  t h e  management  
o f  Champdany. His law f i r m .  Brown and G i l f i l l a n ,  r e q u e s t e d  James 
F i n l a y ' s  l a w  f i r m ,  M c G r ig o r ,  Dona ld  & Co., t o  s u p p l y  them w i t h  
d e t a i l e d  a n s w e r s  t o  a s e t  o f  q u e s t i o n s  on t h e  a c c o u n t s  o f  t h e  
company f o r  t h e  y e a r  en d e d  1893* The d i r e c t o r s  h a d  p r e v i o u s l y  
t u r n e d  down a r e q u e s t  f rom  Brown and  G i l f i l l a n  t o  e x a m i n e  t h e  
company's books.
T h e i r  q u e s t i o n s  w e re  c o n c e r n e d  w i t h  t h e  b r e a k - d o w n  and 
e x p l a n a t i o n  o f  f i g u r e s  i n  1893 a c co u n t s .  The q u e s t i o n s  i n c l u d e d  
d e t a i l  on " Ja m e s  F i n l a y  & Co., Cash Advanced  by th em  and u n d e r  
t h e i r  gua ran tee" ;  what  were the  s e p a r a t e  amounts  charged  i n  t h e  
P r o f i t  and L o s s  Accoun t  f o r  " C h a r g e s " ;  w h a t  w e r e  t h e  s e p a r a t e  
a m o u n t s  f o r  "C o s t  o f  M a t e r i a l s  u s e d  i n  m a n u f a c t u r e " ;  w h a t  w e r e  
t h e  t e r m s  o f  s a l e  o f  g o o d s ;  i n f o r m a t i o n  on c a s h  m ana ge m e n t  i n  
I n d i a ;  and l a s t l y ,  d e t a i l s  w e r e  r e q u e s t e d  on t h e  a m o u n t  o f  t h e  
exchange l o s s  f o r  1890 and 1891 (Cor respondence ,  9 November 1893, 
OGD 9 1 / 1 7 5 ) .
The company d id  not  im m e d i a t e l y  r e p l y  t o  t h e s e  q u e s t i o n s  as 
J .  M ui r  and Mr. Luke w e r e  i n  I n d i a  o v e r  t h e  w i n t e r  p e r i o d  i n  
G la sgow .  I t  was n o t  u n t i l  28  J u l y  1894,  j u s t  b e f o r e  t h e  1894 
AGM, t h a t  the  d i r e c t o r s  r e p l i e d  t o  t h e  s h a r e h o l d e r s '  q u e s t i o n s .
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The d i r e c t o r ' s  r e p l y  was r e l a t i v e l y  d e t a i l e d ,  b u t  some o f  t h e  
q u e s t i o n s  were not answered s p e c i f i c a l l y ,  e s p e c i a l l y  on d e t a i l s  
o f  commissions earned i n  f i n a n c i n g  t h e  company (Correspondence,  
28 J u l y  1894, UGD 91/175).
W i th  t h e  AGM m e e t i n g  on t h e  31 J u l y  1 894,  N. P. Brown w r o t e  
t o  Champdany, s t a t i n g  some q u e s t i o n s  t h a t  he  h a d  on  t h e  1894 
Accounts ,  He asked s i x  q u e s t i o n s ,  f i v e  o f  which p e r t a i n e d  t o  t h e  
exchange a d ju s tm e n t  which was c a r r i e d  o u t  i n  t h e  1894 accoun t s .  
The a u d i t o r s  proposed a d ju s t m e n t  was pu t  th rough  t h e  accum ula ted  
d e p r e c i a t i o n  account  and t h e  i n s u r a n c e  r e s e r v e  a c co u n t s  below t h e  
l i n e  and t h e  c u r r e n t  y e a r s  a d ju s t m e n t  f rom t h e  "bookkeeping r a t e "  
o f  1 s .4d .  t o  t h e  end o f  y e a r  r a t e  o f  I s . I d .  f o r  s t o c k s  and  c a s h  
was pu t  through th e  p r o f i t  and l o s s  account .
The Chairman, a f t e r  r e a d i n g  th e  a u d i t o r ' s  l e t t e r s  r e l a t i n g  
t o  t h e  exchange t r e a t m e n t ,  and T. Watson's l e t t e r  c o n t a i n i n g  h i s  
v iew on exchange, answered N. P. Brown's q u e s t i o n s  w i t h  t h e  h e lp  
o f  t h e  a u d i t o r ,  Alexander  Sloan.  T he i r  answers  f u r t h e r  e x p la in e d  
t h e  e x c h a n g e  a d j u s t m e n t .  The C h a i rm a n  t h e n  moved t h a t  t h e  
a c c o u n t s  be approved and adopted.  Th is  m otion  was c h a l l e n g e d  by 
J .  Poi son,  who s ugges ted  t h a t  a comm it tee  be a p p o in t e d  t o  c o n s u l t  
w i t h  t h e  d i r e c t o r s  and s e c r e t a r i e s  r e g a r d i n g  t h e  accoun t s  w i t h  
t h e  v i e w  t o  o b t a i n i n g  f u l l e r  i n f o r m a t i o n  and  t o  r e p o r t  t o  a 
f u t u r e  m ee t ing.  Po i son 's  c h a l l e n g e  t o  t h e  ac coun t s  was d e fe a te d .  
However, t h e  AGM had ag a in  spa rked  u n r e s t  among s h a r e h o l d e r s  and 
t h e  e x c h a n g e  t r e a t m e n t  i n  t h e  a c c o u n t s  was  t h e  f o c u s  f o r  t h i s  
u n r e s t  (AGM Minutes ,  31 J u l y  1894, UGD 91/177 /1 ) .
J o h n  H e d d e r w i c k ,  r e p r e s e n t i n g  s o me  d i s s a t i s f i e d  
s h a r e h o l d e r s ,  w r o t e  t o  S l o a n  a f t e r  t h e  AGM. He s t a t e d  t h a t  t h e  
method o f  t r e a t i n g  th e  exchange i n  t h e  a c coun t s  was i n c o r r e c t  and
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s u g g e s t e d  t h a t  t h e  company s h o u l d  t a k e  t h e  i n i t i a t i v e  i n  
c o r r e c t i n g  t h e  a c c o u n t s  r a t h e r  t h a n  t o  w a i t  u n t i l  t h e  
s h a r e h o l d e r s  took  a c t i o n ,  Sloan r e p l i e d  t h a t  he would not  a c t  
on h i s  (Hedderwick’s) l e t t e r  u n t i l  he knew which s h a r e h o l d e r s  he 
was  r e p r e s e n t i n g  ( C o r r e s p o n d e n c e ,  11 A u g u s t  1894,  UGD 9 1 / 1 7 5 ) .  
I t  i s  i n t e r e s t i n g  t h a t  Hedderwick approached  t h e  a u d i t o r  r a t h e r  
t h a n  t h e  company.
On t h e  11 A ugus t  1894 t h e  d i r e c t o r s  w r o t e  t o  A l e x a n d e r  
S loan  s t a t i n g  t h a t  a s  some s h a r e h o l d e r s  s t i l l  seemed d i s s a t i s f i e d  
w i t h  t h e  e x c h a n g e  t r e a t m e n t ,  t h e y  p l a n n e d  t o  m e t  M e s s r s .  J o h n  
P o i s o n ,  N. P. Brown and  J o h n  C r a i g  t o  c o n s i d e r  t h e  m a t t e r  
f u r t h e r .  They a l s o  m e n t i o n e d  t h a t  a s  h e  ( S l o a n )  w o u ld  be on 
h o l i d a y  when t h i s  m e e t i n g  w o u ld  t a k e  p l a c e ,  w o u ld  he  c o n f i r m  
w he the r  he had a l t e r e d  o r  m o d i f ie d  h i s  view i n  any way from h i s  
v i e w s  a s  s e t  o u t  i n  t h e  l e t t e r s  o f  24 J u l y  and  6 S e p t e m b e r  1893 
(Corre spondence ,  11 August 1894, UGD 91/175) .
Sloan r e p l i e d  t h a t  h i s  v iew s  were s t i l l  i n  acco rdance  w i t h  
h i s  p r e v i o u s  v i e w s  a s  s e t  o u t  i n  t h e  l e t t e r s  and  t h a t  he  saw no 
r e a s o n  t o  cha nge  them  a f t e r  c o n s i d e r i n g  t h e  v i e w s  e x p r e s s e d  by 
t h e  t h r e e  men t h e y  w e re  g o i n g  t o  m e e t  w i t h .  A l s o  i n  h i s  l e t t e r  
o f  6 S e p t e m b e r  1893,  he  had  s u g g e s t e d  " t h a t  a m ore  s w e e p i n g  
r e d u c t i o n  o f  v a l u e s  s h o u l d  be made" and t h a t  t h e  f i x e d  c a p i t a l  
i n v e s t e d  i n  l a n d s ,  b u i l d i n g  and m a c h i n e r y  s h o u l d  be r e d u c e d  t o  
t h e  c u r r e n t  r a t e  o f  e x c h a n g e .  To t h i s  s u g g e s t i o n  he  s t a t e d :  " I  
q u i t e  r e c o g n i s e  t h i s  i s  a q u e s t i o n  r e g a r d i n g  w h i c h  a good d e a l  
may be s a i d  on b o t h  s i d e s ,  and  t h a t  l o o k i n g  on t h e  company a s  a 
g o i n g  c o n c e r n  t h e r e  i s  p e r h a p s  no s u f f i c i e n t  r e a s o n  why t h e  
f i g u r e s  a t  which th e  Fixed Asse t s  s t a n d  a t  p r e s e n t  i n  t h e  Books, 
sh ou ld  be reduced"  (Correspondence ,  11 August 1894, UGD 91/175) .  
S l o a n  f e l t  t h a t  t h e  new " b o o k k e e p i n g  r a t e "  o f  1s .4d .  was
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s u f f i c i e n t  t o ,  as  t h e  D i r e c t o r s ’ Repor t  s t a t e d ,  " r e p r e s e n t  more 
n e a r l y  t h e  r e a l  s t e r l i n g  v a l u e s  t h a n  f o r m e r l y "  (DR, 1894 ,  UGD 
91/ 163). He invoked the  going  concern  argument  t o  j u s t i f y  h i s  
recommendat ion  a l though  as  t h e  r a t e  a t  t h e  b a la n c e  s h e e t  d a t e  was 
I s . I d . ,  3d. down on t h e  " b o o k k e e p i n g  r a t e , "  h i s  r e a s o n i n g  c o u l d  
e a s i l y  have been used t o  t o  j u s t i f y  ke e p ing  t h e  a c c o u n t in g  r a t e  
a t  t h e  o r i g i n a l  1s.9d.
The d i r e c t o r s  i n v i t e d  M e s s r s .  Brown,  P o i s o n  and C r a i g  t o  
m e e t  w i t h  them t o  d i s c u s s  t h e  t r e a t m e n t  o f  e x c h a n g e .  N. P. 
Brown d e c l i n e d  t h e  d i r e c t o r s ’ i n v i t a t i o n ,  s t a t i n g  t h a t  t h e  
d i r e c t o r s  should have s e t  up a com m it t ee  a t  t h e  AGM and t h a t  " in  
v i e w  o f  t h e  g r e a t  d i s s a t i s f a c t i o n  w h i c h  p r e v a i l s  a m o n g s t  t h e  
s h a r e h o l d e r s  w i t h  r e g a r d  t o  t h e  a c c o u n t s  o f  t h e  Company, t h e  
p r e s e n t  i n v i t a t i o n  i s  o f  too  i n f o r m a l  a  c h a r a c t e r  t o  l e a d ,  i n  my 
o p i n io n ,  t o  any good and s a t i s f a c t o r y  r e s u l t s "  ( C o r r e s p o n d e n c e ,  
14 August 1894, UGD 91/ 175). Po ison  a l s o  s h a re d  Brown’s  o p i n io n  
and d e c l i n e d  the  d i r e c t o r s ’ i n v i t a t i o n .  However, i n  d e c l i n i n g  he 
g a v e  h i s  o p i n i o n  on t h e  s t a t e  o f  t h e  company:  " . . . . o n e  o f  t h e  
p ro m in e n t  d i sa d v a n tag e s  under  which we l a b o u r  i s  t h e  l a r g e  amount  
( £ 1 3 2 ,5 4 4 )  o f  b o r r o w e d  money r e q u i r e d  t o  c a r r y  on t h e  b u s i n e s s  
a nd  t h e  h i g h  r a t e  o f  i n t e r e s t  p a y a b l e  on i t  -  5% and  6%. T h i s  
i n  c o n ju n c t io n  w i th  t h e  amount o f  c a p i t a l  (£197,000)  r e q u i r e d  t o  
work a  b u s in e s s  w i t h  t u r n o v e r  o f  £226,426, a s  a l s o  t h e  h igh  r a t e  
o f  c h a r g e s  g e n e r a l l y  i s  a g r e a t  s o u r c e  o f  o u r  p r e s e n t  p o s i t i o n "  
( C o r r e s p o n d e n c e ,  15 A ug u s t  1894,  UGD 9 1 / 1 7 8 / 4 ) .  The e x c h a n g e  
q u e s t i o n  ha d  m o t i v a t e d  P o i s o n  t o  q u e s t i o n  t h e  l a c k  o f  a good,  
r e g u l a r  d iv ide nd  and t h e  way th e  company was be in g  managed.
Cra ig ,  however , d id  mee t  w i th  t h e  d i r e c t o r s .  He expres sed  
t h e  o p i n i o n  t h a t  a l l  t h e  a s s e t s  o f  t h e  company,  i n c l u d i n g  t h e
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f i x e d  a s s e t s ,  s h o u l d  be w r i t t e n  down t o  t h e  p r e s e n t  r a t e  o f  
e x c h a n g e .  I f  t h i s  p r o c e d u r e  was  a d o p t e d ,  a c c o r d i n g  t o  C r a i g ,  
a l l  q u e s t i o n s  o f  exchange would be e l i m i n a t e d  i n  t h e  f u t u r e .  They 
a l l  agreed t h a t  t h e  exchange t r e a t m e n t  was a d i f f i c u l t  one. The 
d i r e c t o r s  s a i d  t h a t  t h e y  a c t e d  i n  s t r i c t  a c c o r d a n c e  w i t h  t h e  
a u d i t o r  and t h a t  i t  was " t h e i r  d e s i r e  t o  ha v e  t h e  a c c o u n t s ,  a s  
r e g a r d s  e x c h a n g e ,  and  i n  e v e r y  o t h e r  r e s p e c t ,  made up on  a f a i r  
and  e q u i t a b l e  b a s i s "  (DM, 16 A ug u s t  1894 ,  ÜGD 9 1 / 1 7 8 / 4 ) .  The 
d i r e c t o r s  i n d i c a t e d  t h e i r  w i l l i n g n e s s  t o  s t i l l  mee t  w i t h  Messrs.  
Po i son  and Brown.
Po ison  did s u b s e q u e n t ly  meet  t h e  d i r e c t o r s  and t h e  a u d i t o r  
on t h e  10 September  1894. The cha i rm an  and t h e  a u d i t o r  e x p la i n e d  
a g a i n  t h e  a d ju s t m e n t s  i n  t h e  1894 a c coun t s .  Mr. Po ison  sugges ted  
t h a t  a  d e p r e c i a t i o n  o f  g o l d  m i g h t  o c c u r  a n d  l e a d  t o  a n  
a p p r e c i a t i o n  o f  s i l v e r  and an i n c r e a s e  i n  t h e  v a lu e  o f  t h e  rupee .  
J o h n  M u i r ,  t h e  c h a i r m a n ,  d i s m i s s e d  t h e  l i k e l i h o o d  o f  t h i s  
happening .  He a l s o  s t a t e d  t h a t  t h e  s t o c k  w r i t e  down from 1s.4d. 
t o  I s . I d .  e x p l a i n e d  a l a r g e  p a r t  o f  t h e  l o s s  i n  t h e  a c c o u n t s  f o r  
1894.  J o h n  M uir  j u s t i f i e d  t h e  use  o f  t h e  " b o o k k e e p i n g  r a t e "  o f  
1 s . 4 d . ,  g i v e n  t h a t  t h e  y e a r  end  r a t e  was  I s . I d . ,  by s t a t i n g  t h a t  
" u n fo r e se e n  c i r c u m s t a n c e s  m igh t  p o s s i b l y  run  th e  exchange r a t e  up 
n e a r l y  t o  t h a t  l e v e l ,  and i t  was u n d e s i r a b l e  t o  c h a n g e  t h e  r a t e  
f r e q u e n t l y "  (Memorandum, 10 S e p t e m b e r  1 894,  ÜGD 9 1 / 1 7 5 ) .  M u i r  
a l s o  a d d r e s s e d  t h e  p r o p o s a l  t o  w r i t e  down a l l  t h e  c om pa ny ' s  
a s s e t s .  He s t a t e d  t h a t  a c o n s i d e r a b l e  p r o p o r t i o n  o f  t h e  a s s e t s  
c o n s i s t e d  o f  mach inery  and o t h e r  i r o n  work which were s e n t  from 
S c o t l a n d  and c h a r g e d  i n  t h e  a c c o u n t s  a t  t h e i r  s t e r l i n g  c o s t s .  
T h e r e f o r e ,  t h e s e  v a l u e s  a r e  n o t  a f f e c t e d  by t h e  f a l l  i n  t h e  
exchange r a t e  and c o n seque n t ly  shou ld  not  be w r i t t e n  down.
Mr. P o i s o n  s e e m i n g l y  a p p r o v e d  o f  t h e  m anne r  i n  w h ic h  t h e
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exchange had been t r e a t e d .  The m ee t ing  t h e n  d i s c u s s e d  g e n e r a l l y  
t h e  c om pany 's  p o o r  p e r f o r m a n c e ,  e s p e c i a l l y  c o m p a re d  t o  o t h e r  
m i l l s .  John Muir p o i n t e d  o u t  a g a i n  t h e  d i s a d v a n t a g e  t h e  company 
was  u n d e r  by s t a r t i n g  b u s i n e s s  i n  1 873 r a t h e r  t h a n  t h e  1 8 9 0 ' s ,  
e s p e c i a l l y  as  the p u r c h a s i n g  power o f  t h e  rupee  had remained  much 
as  i t  was then ,  w h i l e  t h e  ru p ee s  t h e m s e lv e s  could be pu rchased  a t  
t h i r t y  p e r  c e n t  l e s s .  M ui r  a l s o  t o l d  P o i s o n  t h a t  t h e  f u n d s  
e x i s t e n t  a t  ba lance  d a t e  had been b rough t  home and used t o  reduce  
t h e  co m p a n y ' s  i n d e b t e d n e s s  and t h a t  F i n l a y  M u i r  w ou ld  o b t a i n  
w ork ing  c a p i t a l  f rom banks i n  I n d i a  under F i n l a y  M uir ' s  g u a r a n t e e  
(Memorandum, 10 September  1894, UGD 91/175) .
Apart  f rom t h e  a u d i t o r ,  who w ro te  a d v i s i n g  t h e  company on 
how t o  keep  t h o s e  a c c o u n t s  i n t o  w h i c h  r u p e e  t r a n s a c t i o n s  
e n t e r e d , 17 t h e  exchange i s s u e  was no t  s p e c i f i c a l l y  ment ioned i n  
t h e  c o n f l i c t  which deve loped over  t h e  1895 a c c o u n t s ;  a l t h o u g h  i t  
had been t h e  a c c o u n t in g  p r a c t i c e  t h a t  had s i g n i f i c a n t l y  m o t iv a t e d  
and d e f i n e d  t h e  t e rm s  o f  t h e  c o n f l i c t .
(Ill) Conflict Leads to Court Case
The AGM t o o k  p l a c e  i n  t h e  k n o w l e d g e  t h a t  a 
c o u r t  a c t i o n  was be in g  b r o u ^ i t  a g a i n s t  t h e  company. On 17 J u l y  
1895 ,  M a x w e l l  Hannay and  o t h e r s  r a i s e d  an  a c t i o n  a g a i n s t  t h e  
d i r e c t o r s  o f  Champdany. This  g r e a t l y  i n f l u e n c e d  p ro ce e d in g s  a t  
t h e  AGM w h i c h  was  a s t o r m y  a f f a i r .  The a c c o u n t s ,  J o h n  Muir  a s  
c h a i r m a n ,  and A. S l o a n  a s  t h e  a u d i t o r ,  w e r e  a l l  o p p o s e d  by t h e  
s h a r e h o l d e r s  i nvo lve d  i n  t h e  c o u r t  a c t i o n .  The ir  amended mot ions  
w e r e ,  h o w e v e r ,  o u t v o t e d .  The  d i s s a t i s f i e d  s h a r e h o l d e r s  
c o m p l a i n e d  t h a t  n o t  enough  i n f o r m a t i o n  was g i v e n  t o  them . The 
b o a r d  r e p l i e d  t h a t  t h e y  w e r e  w i l l i n g  t o  g i v e  t h e  f u l l e s t
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i n f o r m a t i o n .  Mr. Poison  asked  i f  a p r o f e s s i o n a l  a c c o u n ta n t  could 
accompany them, t o  which t h e  cha irman  r e p l i e d  t h a t  board approva l  
would need t o  be given.
The c o u r t  summons was f o r m a l l y  s e r v e d  on t h e  company on 2 
A u g u s t  1895. The a c t i o n  c e n t e r e d  a r o u n d  a l l e g e d  f r a u d u l e n t  
m a na ge m e n t  p r a c t i c e s  and t h e  p a y m e n t  o f  t h e  d i v i d e n d  o u t  o f  
c a p i t a l  f o r  t h e  y e a r  end 1893» because  o f  t h e  exchange a c c o u n t in g  
t r e a t m e n t .  The company s e n t  t h e  f o l l o w i n g  d e t a i l s  t o  t h e  
s h a r e h o l d e r s  w r i t t e n  by t h e i r  now l a w y e r ,  M a c l a y ,  M u r r a y  and  
Spens. "We have now t o  r e p o r t  what  we a r e  do ing  i n  t h i s  Act ion,  
w h i c h ,  a s  y o u  a r e  a w a r e ,  p u r p o r t s  t o  be A c t i o n  t o  h a v e  c e r t a i n  
monies  pa id  over  t o  t h e  Company by your  Firm and o t h e r s .  We have 
c a r e f u l l y  i n v e s t i g a t e d  t h e  c i r c u m s t a n c e s  a f f e c t i n g  t h e  ca se ,  and 
we  t h i n k  t h e  w h o l e  c l a i m s  a r e  w i t h o u t  f o u n d a t i o n "  
(Correspondence,  14 October ,  1895, UGD 91/175) .
The l e t t e r  w e n t  on t o  l i s t  t h e  f o u r  s e p a r a t e  c l a i m s  and 
comment on them. The f i r s t  c l a im  f o r  £16,250 was concerned w i t h  
James F i n l a y ' s  and F i n l a y  M uir 's  a p p r o p r i a t i n g  sums i n  e x c es s  o f  
t h e i r  a g r e e d  r e m u n e r a t i o n  a s  s e t  o u t  i n  A r t i c l e  58 o f  t h e  
A r t i c l e s  o f  A s s o c i a t i o n .  The s e c o n d  c l a i m  f o r  £ 8 ,1 6 0  was  f o r  
i n t e r e s t  c h a r g e d  by J a m e s  F i n l a y  and  F i n l a y  M u i r  on f i n a n c i a l  
a r r a n g e m e n ts  made w i th  Champdany. Th is  c l a im  was a l l e g e d l y  made 
a t  t h e  e x p e n s e  o f  t h e  Champdany s h a r e h o l d e r s .  The t h i r d  c l a i m  
was f o r  £ 8 ,0 0 0 ,  w h ic h  was f o r  J a m e s  F i n l a y  u s i n g  Champdany 's  
funds  w i t h o u t  pay in g  Champdany any i n t e r e s t  f o r  s u c h  f i n a n c i a l  
a c c o m o d a t i o n .  The f o u r t h  and l a s t  c l a i m  f o r  £9»850,  was 
c o n c e r n e d  w i t h  t h e  d i v i d e n d  p a i d  i n  1893 w h ic h  t h e  p u r s u e r s  
a l l e g e d  was pa id  ou t  o f  c a p i t a l .
I n  t h e  l e t t e r ,  t h e  l a w y e r s  a p p e a l e d  t o  A. S l o a n ' s  
p r o f e s s i o n a l  competence.  They a l s o  s t a t e d  t h a t  t h e  c l a im s  were
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made o n l y  f o r  t h e  f i v e  y e a r s  b e t w e e n  1889 t o  1894. T h i s ,  t h e y  
s u g g e s t e d ,  was because  up t o  1889, r e l a t i v e s  o f  t h e  p u r s u e r s  were 
d i r e c t o r s  i n  the  company and hence c u lp a b l e .  The l e t t e r  went  on 
t o  s t a t e :
"The P u r s u e r s '  r e a s o n  f o r  b e g i n n i n g  a t  
1889 i s  o b v i o u s l y  t h a t  u n t i l  t h e n  one  o f  t h e  
D i r e c t o r s  w a s  Mr. J o h n  B r o w n ,  b u t  t h e  
f i n a n c i a l  a r r a n g e m e n ts  and g e n e r a l  management  
b e t w e e n  1889 and  1893 w e r e  t h e  s a m e  a s  t h o s e  
i n  e x i s t e n c e  f o r  many y e a r s  p r i o r  t o  1889.
I t  f u r t h e r  s e e m s  t o  us y o u r  f i r m s  had  a 
r i g h t  t o  c l a im  r e m u n e r a t i o n  f o r  what  t h e y  d id ,  
and ou r  i n f o r m a t i o n  i s  t h a t  t h e  r a t e s  charged  
a r e  r e a s o n a b l e ,  a s  we w o u ld  e x p e c t ,  when 
p a s s e d  by men o f  b u s i n e s s ,  s u c h  a s  we h a v e  
r e f e r r e d  t o .
The r e c k l e s s  c h a r a c t e r  o f  t h e  a ve rm en ts ,  
w i t h  r e g a r d  t o  t h i s  c l a i m ,  c o n f i r m s  ou r  v iew  -  
i f  c o n f i r m a t i o n  w e r e  n e c e s s a r y  -  t h a t  t h e  
o t h e r  c l a i m s  a r e  w i t h o u t  f o u  nda  t i o n . . . . W e  
t h i n k  l i t i g a t i o n  over  such c l a i m s  i s  i n j u r i o u s  
t o  t h e  Company's i n t e r e s t s ,  and we, t h e r e f o r e ,  
a r e  l o d g i n g  a  s h o r t  d e f e n c e  f o r  t h e  Company, 
o b j e c t i n g  t o  t h e  A c t i o n "  ( C o r r e s p o n d e n c e ,  14 
October  1895, UGD 91/175) .
At a  p r e l i m i n a r y  h e a r i n g  on t h e  3 March 1896 t h e  d e fe n d e r s  
a g re e d  t o  have an in d e p e n d e n t  c h a r t e r e d  a c c o u n t a n t  examine t h e i r  
books ( i . e .  Champdany, James F i n l a y  and F i n l a y  Muir) i n  o r d e r  to  
make t h e  p u r s u e r s '  a l l e g a t i o n s  more s p e c i f i c .  C. Kerr ,  who was 
a  mem ber  o f  t h e  f i r m  M c C l e l l a n d ,  M a c k in n o n  & Co., made a 
d e t a i l e d  i n v e s t i g a t i o n  o f  t h e  books o f  t h e  company which in v o lv e d  
s e n d in g  an a s s i s t a n t  t o  I n d i a .
On 25 J u n e  1898 ,  t h e  p u r s u e r s  l o d g e d  amended  c l a i m s  f o r  
t h e i r  f i r s t  t h r e e  a l l e g a t i o n s ,  b a s e d  on  t h e  r e s u l t s  o f  K e r r ' s  
i n v e s t i g a t i o n .  The amounts r educed  t h e  o r i g i n a l  c l a i m s  f o r  t h e  
f i r s t  a l l e g a t i o n  t o  £1,307,  the  second a l l e g a t i o n  t o  £5,300, and 
t h e  t h i r d  a l l e g a t i o n  t o  £ 3 , 5 4 4 ,  w i t h  t h e  f o u r t h  s t a y i n g  a t  
£9 ,8 5 0 .
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The c a s e  was  h e a r d  I n  t h e  C o u r t  o f  S e s s i o n  1® on 16 
December,  1898 which r u l e d  on p o i n t s  o f  law r a i s e d  by t h e  case. 19 
The c o u r t  r u l e d  t h a t  a l l e g a t i o n s  two  and t h r e e  s h o u l d  be 
d i s m i s s e d  b e c a u s e  t h e  a m o u n t s  w e r e  n o t  a b l e  t o  be a p p o r t i o n e d  
be tw een  James F i n l a y  o r  F i n l a y  Muir . The f i r s t  a l l e g a t i o n  s hou ld  
o n l y  be h e a r d  a g a i n s t  F i n l a y  M u i r  and t h e  l a s t  a l l e g a t i o n  
a g a i n s t  t h e  d i r e c t o r s  s hou ld  a l s o  be heard .
A l l  t h a t  now r e m a i n e d  was  t h e  f i r s t  a c t i o n  a g a i n s t  F i n l a y  
Muir f o r  £1,307 and t h e  f o u r t h  a c t i o n  a g a i n s t  t h e  d i r e c t o r s  f o r  
t h e  d i v i d e n d  p a i d  o u t  o f  c a p i t a l .  The pa y m e n t  o f  t h e  f i v e  p e r  
c e n t  d i v i d e n d  i n  1893 was  t h e  r e s u l t  o f  a d i s c u s s i o n  among t h e  
d i r e c t o r s  i n  J u l y ,  1893. I n i t i a l l y ,  d r a f t  accoun t s  were made up 
w h i c h  show ed  t h a t  o n l y  a d i v i d e n d  o f  tw o  and a h a l f  p e r  c e n t  
c o u l d  be p a i d .  T. W a ts o n  and  D. M. Hannay e x p r e s s e d  t h e  w i s h  
t h a t  a  f i v e  p e r  c e n t  d i v i d e n d  s h o u l d  be p a i d .  The p r o f i t  
a v a i l a b l e  f o r  a d i v i d e n d  c o u l d  be i n c r e a s e d  e i t h e r  by r e d u c i n g  
t h e  amount o f  d e p r e c i a t i o n  f o r  t h e  y e a r  o r  by i n c r e a s i n g  t h e  r a t e  
o f  e x c h a n g e  f rom  I s . 3d .  a t  30 A p r i l  1893 ( y e a r  end)  t o  1 s . 4 d . ,  
t h e  r a t e  a t  t h e  28 J u n e  1893 when t h e  a c c o u n t s  w e r e  made up by 
t h e  s e c r e t a r i e s .  The d i r e c t o r s  a nd  a u d i t o r  a g r e e d  t o  t h i s  
t r e a t m e n t  a s  t h e  government  o f  I n d i a  had f i x e d  t h e  gold  v a lu e  o f  
s t e r l i n g  a t  1 s .4 d .  (Memorandum, 3 J u n e  1898 ,  UGD 9 1 / 1 7 5 ) .  T h i s  
f a c t  w as  n o t e d  by K e r r  i n  h i s  i n v e s t i g a t i o n  (N o te  10,  M in u t e  o f  
I n v e s t i g a t i o n ,  30 June 1898, UGD 91/175) .
I n  t h e i r  d e f e n s e ,  t h e  d i r e c t o r s  r e g r e t t e d  c o n v e y i n g  t h e  
i m p r e s s i o n  t h a t  t h e  b a l a n c e  d a t e  r a t e  was  used  i n  v a l u i n g  t h e  
s t o c k s  when i n  f a c t  i t  was t h e  r a t e  a t  t h e  end o f  June. However, 
t h e y  a rgued  t h a t  they  were f u l l y  j u s t i f i e d  i n  us ing t h i s  r a t e ,  as  
t h e  r a t e  o f  e x c h a n g e  h a d  now s t a b i l i s e d  a t  1s .4d.  The p u r s u e r s  
a l s o  a l l e g e d  t h a t  t h e  l o s s  on e x c h a n g e  on t h e  amount  o f  t h e
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d iv id e n d  d e c l a r e d  was no t  d e b i t e d  a g a i n s t  t h e  p r o f i t  f o r  t h e  y e a r  
e n d i n g  30 A p r i l  1893.  The d e f e n d e r s  r e s t a t e d  t h e  p o l i c y ,  t h a t  
t h e  e x c h a n g e  l o s s  on r e m i t t a n c e s  w e r e  d e b i t e d  i n  t h e  y e a r  t h a t  
r e m i t t a n c e s  were made.
The p u r s u e r s  a l s o  c h a l l e n g e d  t h e  d i r e c t o r s '  d e p r e c i a t i o n  
p o l i c y  and  a l l e g e d  t h a t  t h e  d i r e c t o r s  f a i l e d  t o  c h a r g e  £2 ,0 0 0  
w h i c h  had  b e e n  c a r r i e d  f o r w a r d  f ro m  t h e  1892 a c c o u n t s .  The 
d e f e n d e r s  a rgued  t h a t  i t  was not  n e c e s s a r i l y  o b l i g a t o r y  o f  them 
t o  b u i l d  up t h e  d e p r e c i a t i o n  a c c o u n t  t o  t h e  e x t e n t  t h e y  had .  
They s t a t e d  t h a t  i n  1893 t h e r e  was  a good d e a l  m ore  t h a n  t h e  
a m o u n t  o f  t h e  d i v i d e n d ,  t h e n  d e c l a r e d ,  a v a i l a b l e  f o r  d i v i s i o n  
s t a n d i n g  a t  t h e  c r e d i t  o f  t h a t  f u n d .  They a l s o  a r g u e d  t h a t  t h e  
m i l l s  ha d  b e e n  k e p t  i n  good r e p a i r  o u t  o f  r e v e n u e .  They p o s e d  
f u r t h e r ,  i n  t h e i r  d e f e n s e ,  t h e  q u e s t i o n  " a r e  s u c h  c o m p a n i e s  a s  
t h e  Champdany bound  t o  w r i t e  down o u t  o f  p r o f i t s ,  b e f o r e  
d e c l a r i n g  a  d i v i d e n d ,  a ny  d e p r e c i a t i o n  i n  t h e  C a p i t a l  v a l u e  o f  
t h e i r  m i l l s ? "  (Memorandum f o r  D e f e n d e r s ,  A u g u s t  1898,  UGD 
9 1 / 1 7 5 ) .
I n  a n s w e r i n g  t h e i r  q u e s t i o n  t h e y  q u o t e d  t h e  d e c i s i o n  i n  
K i n g s t o n  C o t t o n  Comoanv 20 a n d  t h e  N e a o h a t e l  21 ,
s u g g e s t i n g  t h a t  t h e  d i r e c t o r s  do n o t  h a v e  a d u t y  t o  p r o v i d e  
d e p r e c i a t i o n  (Memorandum f o r  Defenders ,  August  1898, UGD 91/175) .
I n  summing up t h e i r  p o s i t i o n  t h e  d i r e c t o r s  s t a t e d :
" . . . . t h a t  a t  3 0 t h  A p r i l  1893 ,  t h e  Company 
h a d  d u r i n g  t h e  y e a r  m a d e  p r o f i t s  w h i c h  
e n t i t l e d  t h e  D i r e c t o r s  t o  r e c o m m e n d  t h e  
Company t o  d e c l a r e  t h e  d i v i d e n d  w h ic h  was 
p a i d ;  t h a t  a p a r t  f ro m  t h e  y e a r ' s  p r o f i t s  t h e  
Company h a d  u n d i v i d e d  a s  a t  3 0 t h  A p r i l  1893 
p r o f i t s  which were a v a i l a b l e  f o r  d iv ide nd  t o  
an amount exceed ing  t h e  d iv id e n d  then  d e c l a r e d  
and d i v i d e d ;  t h a t  t h e  w h o l e  D i r e c t o r s  and i n  
p a r t i c u l a r  Mr. W a ts o n  a s  a p p e a r s  f rom  h i s  
l e t t e r  o f  26 th  J u l y  1893 produced,  approved o f
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t h e  payment  o f  t h e  d iv id e n d  and o f  t h e  way t h e  
a c c o u n t s  w e r e  made up; t h a t  i n  m a k i n g  up t h e  
a c c o u n t s  a s  t h e y  d i d  t h e  D i r e c t o r s  a c t e d  bona 
f i d e  w i t h  r e a s o n a b l e  c a re  and judgement ,  and 
w i t h  t h e  a p p r o v a l  o f  t h e  A u d i t o r ,  and t h e  
s h a r e h o l d e r s  a p p r o v e d  o f  and r a t i f i e d  t h e  
a c c o u n t s ;  t h a t  s i n c e  A p r i l  1893 t h e  Company 
has  made p r o f i t s  a v a i l a b l e  f o r  d iv id e n d  t o  an 
amount  exc ee d in g  s a i d  d iv id e n d  which have no t  
b e e n  d i v i d e d  and now fo rm  a s s e t s  o f  t h e  
Company (Memorandum o f  Defense,  J u l y  1898, UGD 
91/175 .
I t  i s  s i g n i f i c a n t  t o  n o t i c e  how t h e s e  m i n o r i t y  s h a r e h o l d e r s  
now a rgued t h e i r  p o s i t i o n  as  compared t o  the  p r e v i o u s  c o n f l i c t s ,  
e s p e c i a l l y  o v e r  d e p r e c i a t i o n .  B e f o r e ,  t h e  a rgum en ts  were t h a t  
i n o r d i n a t e l y  l a r g e  amounts  had been w r i t t e n  o f f  a s  d e p r e c i a t i o n  
and t h a t  t h e  ru p e e  had been c onve r ted  i n t o  s t e r l i n g  so  as  t o  make 
i t  a p p e a r  t h e  company was  m a k i n g  low  p r o f i t s  and  t h a t  by t h e s e  
a c c o u n t in g  p r a c t i c e s  l e g i t i m a t e  p r o f i t  a v a i l a b l e  f o r  d iv id e n d  was 
n o t  b e i n g  made  a v a i l a b l e .  Now, h o w e v e r ,  t h e  p u r s u e r s  t o o k  t h e  
o t h e r  s i d e  o f  t h e  a r g u m e n t  and  a l l e g e d  t h a t  n o t  enough  was 
c h a r g e d  f o r  d e p r e c i a t i o n  and  t h a t  t h e  w ro n g  e x c h a n g e  r a t e  was  
u s e d  t o  f a l s e l y  b o o s t  t h e  p r o f i t s .  A c c o u n t i n g  was  f i r s t l y  
i m p l i c a t e d  i n  m i n i m i s i n g  p r o f i t s ,  bu t  now i t  was i m p l i c a t e d  i n  
i n f l a t i n g  p r o f i t s  i n  o r d e r  t o  e n a b le  a f i v e  pe r  c e n t  d iv ide nd  to  
be p a i d .
The a c t i o n  on  t h i s  d i v i d e n d  i s s u e  and on o v e r c h a r g i n g  o f  
c o m m i s s i o n  a g a i n s t  F i n l a y  M u i r  d i d  n o t  e v e n t u a l l y  go t o  c o u r t .  
I t  a p p e a r s  t h a t  t h e  p u r s u e r s  r e a l i s e d  t h e  d i f f i c u l t  t a s k  o f  
p r o v in g  t h e i r  a l l e g a t i o n s  and w i th d re w  from t h e  a c t i o n  b e fo re  t h e  
ca se  was due t o  come t o  c o u r t  on 17 October  1899 (Correspondence ,
1 March 1899, UGD 91/175).
346
(Iv) Alternative Shareholder Reaction
W h i l e  t h i s  c o u r t  a c t i o n  was b e i n g  r e s o l v e d ,  
o t h e r  s h a r e h o l d e r s  w e r e  s t i l l  p r e s s i n g  t h e  company on t h e  
exchange t r e a t m e n t  i s s u e .  On 1 J u ly  1896, a r e q u i s i t i o n  s ig ned  
by s h a r e h o l d e r s ,  r e p r e s e n t i n g  £ 5 3 ,1 0 0  o f  t h e  p a r  v a l u e  o f  t h e  
company's c a p i t a l ,  was r e c e i v e d  by th e  d i r e c t o r s .  I t  d e a l t  w i t h  
t h e  a c c o u n t i n g  p r a c t i c e s  used i n  making up t h e  a c c o u n t s  r e g a r d i n g  
exchange and d e p r e c i a t i o n .  The groups o f  s h a r e h o l d e r s  were a g a in  
m o t i v a t e d  by t h e  l a c k  o f  a  r e g u l a r  d iv idend .
I n  t h e  r e q u i s i t i o n  t h e  s h a r e h o l d e r s  s t a t e d  t h a t  t h e y  
r e a l i s e d  t h a t  t h e  " p r o p e r  m e t h o d  o f  t r e a t i n g  e x c h a n g e  i s  a 
s u b j e c t  on which c o n s i d e r a b l e  d i f f e r e n c e  o f  o p i n io n  does e x i s t "  
( S h a r e h o l d e r s '  R e q u i s i t i o n  i n  DM, 27 J u l y  1896,  ÜGD 9 1 / 1 7 8 / 4 ) .  
They f u r t h e r  s t a t e d  t h a t  a s  some o f  them  d i d  n o t  a g r e e  w i t h  
w r i t i n g  down some o f  t h e  a s s e t  a c c o u n t s  f r o m  1 s . 9 d .  t o  1 s .4 d . ,  
and t h a t  a s  t h e  exchange r a t e  i n  1894 was even lo w e r  than  1s.4d. 
The f o l l o w i n g  t r e a t m e n t  o f  exchange was,  t h e r e f o r e ,  recommended. 
F i r s t l y ,  t h a t  t h e  s t o c k s  and  c a s h  s h o u l d  n o t  be s u b j e c t  t o  a 
f l u c t u a t i n g  r a t e  o f  exchange which may e i t h e r  be above o r  below 
t h e  a v e r a g e  r a t e  a t  b a l a n c e  d a t e .  R a t h e r  t h e  a v e r a g e  r a t e  o f  
1s.4d. s h o u ld  a lw ays  be used. Secondly,  t h e y  s u g g e s t e d  t h a t  a l l  
r e m i t t a n c e s  shou ld  be t a k e n  a t  t h e  a c t u a l  exchange when t h e  money 
i s  r e m i t t e d .
On t h e  m a t t e r  o f  d e p r e c i a t i o n ,  they  s t a t e d  t h a t  t h e r e  was no 
f u r t h e r  n e e d  f o r  any  d e p r e c i a t i o n  t o  be w r i t t e n  o f f .  The 
r e q u i s i t i o n  f i n i s h e d  up by s t a t i n g  t h a t  i n  p r e p a r i n g  t h e  accoun ts  
f o r  t h e  y e a r  end  30 A p r i l  1896,  " i f  o u r  a d v i c e  i s  a c t e d  upon you  
s h o u l d  be a b l e  t o  pay a d i v i d e n d  f o r  t h e  l a s t  t w e l v e  m o n th s ,  a s  
i t  h a s  b e e n  a p r o f i t a b l e  y e a r  f o r  j u t e  m i l l s  i n  I n d i a ,  and we
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f e e l  c o n f i d e n t  t h a t  by a c t i n g  I n  t h e  manner we have recommended, 
y o u  w i l l  h a v e  t h e  a p p r o v a l  a n d  s u p p o r t  o f  m o s t  o f  t h e  
s h a r e h o l d e r s "  (Sha reho lder s*  R e q u i s i t i o n  i n  DM, 27 J u l y  I 896, UGD 
9 1 / 1 7 8 / 4 ) .
The d i r e c t o r s  o b t a i n e d  t h e  a d v ic e  o f  t h e  company’s l a w y e r s  
Maclay,  Murray and Spens,  who s t a t e d  t h a t  i n  view o f  the  p o l i c y  
i n  t h e  p a s t ,  t h e  d i r e c t o r s  s h o u l d  n o t  s i m p l y  a d o p t  t h e  
s u g g e s t i o n s  a s  t a k i n g  t h e  Rupee a t  1s.4d. Ra the r  they  s u g g e s t e d  
t h a t  a  s m a l l  c o m m i t t e e  be a p p o i n t e d  t o  l o o k  a t  t h e  a c c o u n t i n g  
p r a c t i c e s  o f  Champdany w i t h  a v iew  t o  s e c u r i n g  p r o f i t s  t h a t  could 
be made a v a i l a b l e  f o r  d i v id e n d  (Cor respondence ,  15 J u ly  I 896, UGD 
9 1 / 1 7 8 / 4 ) .
The d i r e c t o r s  t o o k  up t h e  l a w y e r ’ s o p i n i o n  and s e t  up a 
c o m m i t t e e  a t  t h e  AGM t o  c o n f e r  w i t h  t h e  d i r e c t o r s  on t h e  
a c c o u n t i n g  p r a c t i c e s .  N. P. Brown,  one  o f  t h e  s h a r e h o l d e r s  
b r i n g i n g  t h e  c o u r t  a c t i o n ,  was i n v i t e d  t o  j o i n  t h e  comm it tee  bu t  
d e c l i n e d .  I n  p r e s e n t i n g  t h e  a c c o u n t s ,  t h e  d i r e c t o r s  a l s o  s t a t e d  
i n  t h e i r  r e p o r t  t h a t  t h e  p r o f i t  f o r  t h e  y e a r  would have i n c r e a s e d  
by £12,414 i f  t h e  a c c o u n t s  had been p re p a r e d  i n  accordance  w i th  
t h e  s h a r e h o l d e r s ’ s u g g e s t i o n s  (DR, I 8 9 6 , UGD 9 1 / 1 6 5 ) .  The AGM 
was a d jo u r n e d  so t h a t  t h e  d i r e c t o r s  m ig h t  mee t  w i t h  t h e  commit tee  
t o  d i s c u s s  i f  a  d i v i d e n d  c o u l d  be d e c l a r e d  and  t h e  a c c o u n t i n g  
p r a c t i c e s  i n  g e n e ra l  (AGM M inutes ,  31 J u l y  1896, UGD 177/1).
On m ee t in g  t h e  d i r e c t o r s ,  t h e  comm it tee  s t r e s s e d  th e  need o f  
a r e g u l a r  d iv id e n d ,  as  a c o n s i d e r a b l e  number o f  t h e  s h a re s  were 
h e l d  by o r  f o r  w idow s  and  f a m i l i e s  o f  o r i g i n a l  s h a r e h o l d e r s  t o  
whom i t  was  a m a t t e r  o f  r e a l  I m p o r t a n c e  and " t o  whom i t  was 
l i t t l e  c o n s o l a t i o n  t o  know t h a t  t h e  company had made a good 
p r o f i t  i f  no sum was  d i v i d e d "  (AGM M i n u t e s ,  28 Augus t  1 896 , UGD 
9 1 / 177/ 1). Mr. S p e n s ,  t h e  c om pany’s l a w y e r ,  f e l t  i t  was
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I n a d v i s a b l e  t o  change t h e  a c c o u n t s  i n  view o f  t h e  c o u r t  a c t i o n  on 
p a y i n g  d i v i d e n d s  o u t  o f  c a p i t a l .  Two o t h e r  s u g g e s t i o n s  w e re  
m ade ,  t h a t  o f  r e d u c i n g  t h e  c a p i t a l  t o  £5 p e r  s h a r e  o r  f o r  t h o s e  
s h a r e h o l d e r s  d e s i r i n g ,  a r e g u l a r  d i v i d e n d  c o u l d  be i s s u e d  w i t h  
d e b e n t u r e s .  The a c c o u n t s  f o r  1896 w e r e  l e f t  a s  o r i g i n a l l y  
p r e s e n t e d  and no d iv id e n d  was d e c l a r e d .
The c o m m i t t e e  c o n t i n u e d  t o  c o n s i d e r  two  s u g g e s t i o n s .  The 
d i r e c t o r s  d e c i d e d  t o  f l o a t  d e b e n t u r e s  b u t  t h e  a p p l i c a t i o n s  o f  
£ 1 0 0 ,0 0 0  was t o o  g r e a t  a num ber  and s o  a c c o r d i n g l y ,  t h e y  
abandoned t h e  scheme. However, i n  1897 a  s t o c k  s p l i t  took  p l a c e ,  
s p l i t t i n g  t h e  c a p i t a l  i n t o  o r d i n a r y  and p r e f e r e n c e  s h a r e s .  One 
h a l f  o f  5 ,7 8 0  o r d i n a r y  £10 s h a r e s  w e r e  c o n v e r t e d  i n t o  f i v e  p e r  
c e n t  p r e f e r e n c e  s h a r e s  by way o f  a Share  T r u s t .  The s h a r e h o l d e r s  
who e n t e r e d  t h e  T r u s t  a g r e e d  n o t  t o  s u p p o r t  t h e  c o u r t  a c t i o n  
a g a i n s t  t h e  company (Champdany  S h a r e  T r u s t  Deed,  1897,  UGD 
91/ 174). The s h a r e h o l d e r s  who e n t e r e d  i n t o  t h i s  a r r a n g e m e n t  were 
e s s e n t i a l l y  t h e  same s h a r e h o l d e r s  who b r o u ^ t  t h e  r e q u i s i t i o n .
(v )  Further Exchange I s s u e s
I n  1898 t h e  a u d i t o r  r e c t i f i e d  a  t e c h n i c a l  p o i n t  
on how s t o c k s  h a d  b e e n  b r o u g h t  f o r w a r d  a t  t h e  w r o n g  r a t e  o f  
exchange (DM, 14 Sep tember  1898, UGD 9 1 /1 7 8 /4 ) .  Apar t  f rom t h i s ,  
t h e  e x c h a n g e  p r a c t i c e  now e s t a b l i s h e d  c o n t i n u e d  on u n t i l  1901,  
when i n  p r e s e n t i n g  h i s  r e p o r t  on t h e  a c c o u n t s ,  t h e  a u d i t o r  s t a t e d  
t h a t  f ro m  now on a l l  r u p e e  e n t r i e s  c o n t a i n e d  i n  t h e  b o oks ,  
i n c l u d i n g  t h e  opening  and c l o s i n g  s t o c k ,  would be exchanged i n t o  
s t e r l i n g  a t  t h e  r a t e  o f  1s .4 d .  p e r  r u p e e  ( A u d i t o r ' s  R e p o r t ,  30 
J u l y  1901, UGD 91 /177 /1 ) .
A f t e r  t h e  F i r s t  W or ld  War t h e  p r i c e  o f  s i l v e r  i n c r e a s e d .
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The e x c h a n g e  r a t e  t e m p o r a r i l y  i n c r e a s e d  t o  2 s .  i n s t e a d  o f  t h e  
o f f i c i a l  r a t e  o f  1 s . 4 d. A c c o r d i n g l y ,  i n  t h e  1920 a c c o u n t s ,  
w o r k i n g  c a p i t a l  was  e x c h a n g e d  a t  2 s .  p e r  r u p e e  i n s t e a d  o f  t h e  
1 s .4 d .  and t h e  b a l a n c e ,  t h u s ,  a r i s i n g  ( £ 2 4 5 ,4 1 9 )  had  been  
t r a n s f e r r e d  t o  t h e  Exchange  C a p i t a l  R e s e r v e  A c c o u n t .  The 
i n c r e a s e d  exchange r a t e  was s h o r t l i v e d ,  however ,  and i n  t h e  1921 
a c c o u n t s  t h e  a b o v e  t r a n s f e r  t o  t h e  E xc ha nge  C a p i t a l  R e s e r v e  
A c c o u n t  was c a n c e l l e d  and 1 s . 4 d. was r e v e r t e d  t o  i n  w o r k i n g  up 
t h e  a c c o u n t s  (AA/Cs, 1920 and 1921, ÜGD 91/169).
The o t h e r  a r e a  w h e r e  e x c h a n g e  r a t e  m o v e m e n ts  becam e  an 
i s s u e ,  was  i n  e m p l o y m e n t  c o n t r a c t s  w i t h  E u r o p e a n  s t a f f  w h ic h  
in v o lv e d  a  home payment . I n i t i a l l y  t h e  company to o k  t h e  r i s k  o f  
exchange movements by pay in g  a  f i x e d  amount  a t  home, based  on a 
f i x e d  exchange r a t e .  However, when t h e  exchange r a t e  c on t inued  
i t s  dow nw ard  s l i d e ,  t h e  c o n t r a c t s  t r a n s f e r r e d  t h e  r i s k  t o  t h e  
employee,  much t o  t h e  employee 's  d i s g u s t  a t  t im e s .
( v i )  Concluding Comments
The a c c o u n t i n g  p r a c t i c e s  f o r  e x c h a n g e  r a t e  
m o v e m e n ts  p r o v e d  t o  be a c a t a l y s t  f o r  c o n f l i c t  i n  t h e  company.  
Accoun t ing s e t  t h e  a re n a  f o r  t h e  c o n f l i c t  and d e f i n e d  t h e  t e rm s  
o f  t h e  d e b a t e .  A c c o u n t i n g  p r a c t i c e s  made v i s i b l e  t h e  o p p o s i n g  
i n t e r e s t s  o f  t h e  m i n o r i t y  and  m a j o r i t y  s h a r e h o l d e r s  i n  t h e  
company and  t h e  i n h e r e n t  c o n f l i c t  i n  t h e  " m a n a g e m e n t  a ge ncy"  
sys tem  of  management.
The r e a c t i o n s  among t h e  n o n - J a m e s  F i n l a y  s h a r e h o l d e r s  i s  
i n s t r u c t i v e .  A s m a l l  m i n o r i t y  went  t o  t h e  c o u r t  and a rgued t h a t  
t h e  company had no t  been c o n s e r v a t i v e  enough i n  t h e i r  accoun t ing  
p r a c t i c e s  and a c c o r d i n g l y  h a d  p a i d  d i v i d e n d s  o u t  o f  c a p i t a l .  
W h e r e a s ,  t h e  o t h e r  g r o u p  w a n t e d  t h e  c o m p a n y  t o  be l e s s
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c o n s e r v a t i v e  and pay o u t  h i g h e r  and more r e g u l a r  d iv id e n d s .  The 
i n t e r e s t e d  and m a l l e a b l e  n a t u r e  o f  a c co u n t in g  becomes e v id e n t  
from such p r o c e s s e s .  The power o f  t h e  James F i n l a y  s h a r e h o l d e r s ,  
l e g i t i m i s e d  by a ppea l  t o  t h e  p r o f e s s i o n a l  o p i n io n  o f  t h e  a u d i t o r  
and  o t h e r s ,  i n  t h e  end  d e f u s e d  t h e  c o n f l i c t .  The h o m ogene ous  
n a t u r e  o f  t h e  s h a r e h o l d e r s  a f t e r  1899 meant t h a t  t h e  a c co u n t in g  
p r a c t i c e s  r e l a t e d  t o  t h e  d i v i d e n d  d e c i s i o n  n e v e r  b e c a m e  
c o n t r o v e r s i a l  i n  t h e  same way aga in .
o« Other E xternal A ccounting I s su e s
A p a r t  f ro m  t h e  d e p r e c i a t i o n  and e x c h a n g e  i s s u e s  
a l r e a d y  d i s c u s s e d ,  t h e  o t h e r  two  a c c o u n t i n g  p r a c t i c e s  t h a t  t h e  
d i r e c t o r s  j u g g le d  w i t h ,  were r e s e r v e  ac coun t s  and t h e  i n s u r a n c e  
a c c o u n t s .  The r e s e r v e  and  t h e  i n s u r a n c e  a c c o u n t s  w e r e  u sed  i n  
1884 and  1885 a c c o u n t s  t o  e n a b l e  a d i v i d e n d  t o  be p a i d  i n  1884 
a nd  d e c r e a s e  a  l o s s  i n  1885. A r t i c l e  68 o f  t h e  c om pa ny ' s  
A r t i c l e s  o f  A s s o c i a t i o n ,  as  a l r e a d y  no ted ,  made p r o v i s i o n  f o r  t h e  
s e t t i n g  up o f  a  r e s e r v e  t o  meet  c o n t i n g e n c i e s ,  e q u a l i s e  d i v id e n d s  
o r  t o  i n c r e a s e  t h e  b u i l d i n g s  o r  mach inery .  I t  was n o t  u n t i l  t h e  
1900's and 1910's t h a t  r e s e r v e s  were  s e t  up aga in .  Reserves  were 
s e t  up a s  t h e r e  was  no l o n g e r  t h e  p r e s s u r e  o f  t h e  1880's  and 
1890*S f o r  a d i v i d e n d  t o  be d e c l a r e d .  G e n e r a l l y ,  t h e  r e s e r v e s  
a p p e a r  t o  h a v e  b e e n  s e t  up i n  o r d e r  t o  m e e t  c e r t a i n  
c o n t i n g e n c i e s .  I n  1913, £50 ,000  was  s e t  a s i d e  i n  v i e w  o f  t h e  
e x t e n s i o n s  t o  W e l l i n g t o n  m i l l .  The d e p r e c i a t i o n  accoun t  was a l s o  
used f o r  t h e  same purpose  a t  t h i s  t im e .
S tock  v a l u a t i o n s  i n  t h e  b a la n c e  s h e e t  were f i r s t  r e f e r r e d  t o  
i n  t h e  a c c o u n t s  i n  1903, when t h e  s t o c k  o f  j u t e  was va lu ed  a t  t h e  
c o s t  p r i c e  and t h e  c l o t h  and b a g s  w e r e  v a l u e d  a t  t h e  m a r k e t
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p r i c e .  I t  i s  n o t  c l e a r  when t h i s  p o l i c y  was  f i r s t  e s t a b l i s h e d .  
I n  1 8 9 5 , b e c a u s e  o f  a s h a r p  r i s e  i n  t h e  p r i c e  o f  j u t e ,  s t o c k s  
w e r e  r e v a l u e d  t o  t h e  m a r k e t  r a t e .  T h i s  was  t h e  o n l y  o c c a s i o n ,  
u n t i l  1 9 0 7 , when t h e r e  was an  a d j u s t m e n t  i n  t h e  books  f o r  a 
c h a n g e  i n  t h e  m a r k e t  v a l u e .  I n  1907 j u t e  p r i c e s  ha d  f a l l e n ,  so  
t h e  s t o c k  was w r i t t e n  down.
F u r t h e r  s t o c k  a d j u s t m e n t s  o c c u r r e d  from 1910 onwards ,  when a 
p h y s i c a l  s t o c k  t a k e  b e c a m e  a  y e a r l y  o c c u r e n c e  a n d  s t o c k  
q u a n t i t i e s  had t o  be r e c o n c i l e d  t o  t h e  a m o u n t s  i n  t h e  o n g o i n g  
r e c o r d s .  The i n f l u e n c e  o f  t a x a t i o n  r e q u i r e m e n t s  on s t o c k  
v a l u a t i o n s  a ppe a r s  min imal .  From a t a x a t i o n  p o i n t  o f  view,  t h e  
lo w e r  o f  c o s t  o r  m a r k e t  r u l e  a p p e a r s  no t  t o  have been i m p o r t a n t  
u n t i l  t h e  l a t e  1910's (Edwards, 1981, p. 33). However, t h e  low e r  
o f  c o s t  and m arke t  r u l e  was p r o b a b ly  w e l l  e s t a b l i s h e d  i n  B r i t a i n  
by t h e  end o f  t h e  19th c e n tu r y  ( P a rk e r ,  1965).
The l a c k  o f  an  a c t i v e  m i n o r i t y  i n t e r e s t  and t h e  homogeneous 
n a t u r e  o f  t h e  ownersh ip  s t r u c t u r e  meant  t h a t  a c c o u n t in g  p r a c t i c e s  
becam e  l e s s  c o n t r o v e r s i a l .  W i th  t h e  l a c k  o f  o r g a n i s a t i o n a l  
t e n s i o n ,  t h e  c om pany ' s  a c c o u n t s  be c am e  s t a t u s  quo  i n s t r u m e n t s .  
The a c c o u n t s  r e f l e c t e d  t h e  o r g a n i s a t i o n a l  d o m i n a n c e  o f  J a m e s  
F i n l a y  and were more i n f l u e n c e d  by l e g a l ,  f i s c a l  and management 
c o n t r a c t i n g  c o n s i d e r a t i o n s .  The n o n - J a m e s  F i n l a y  s h a r e h o l d e r s  
ha d  t h e  s t i n g  t a k e n  o u t  o f  t h em  and t h e y  w e r e  p a c i f i e d  w i t h  t h e  
a s s u r a n c e  o f  a p r e f e r e n c e  d iv id e n d .  The d iv id e n d  d e c i s i o n  became 
s u b s e r v i e n t  t o  t h e  l o n g - t e r m  s t r a t e g i e s  t h a t  James F i n l a y  had f o r  
Champdany. The d iv id e n d  d e c i s i o n  became a r e s i d u a l  d e c i s i o n  t h a t  
was n o t  n e g o t i a b l e  i n  t h e  sam e  m anne r  a s  i n  t h e  I 8 80 ' s  and 
I 8 9 0 ' s .
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6 .  P r o fe ss io n a l In f lu e n c e s
A l e x a n d e r  S l o a n ,  t h e  Champdany a u d i t o r  i n  t h e  above  
d i s p u t e s ,  was a d m i t t e d  t o  t h e  Glasgow I n s t i t u t e  o f  Accountan ts  i n  
1867. 22 He was a p rom inen t  member o f  t h e  I n s t i t u t e  and by 1873 
he was a ppo in te d  s e c r e t a r y ,  a p o s t  which he h e l d  f o r  t h i r t y - s i x  
y e a r s .  When he  r e s i g n e d  a s  s e c r e t a r y  i n  1909 he  was e l e c t e d  
P r e s i d e n t  o f  t h e  I n s t i t u t e .  S l o a n  was  a l s o  a member o f  t h e  
Glasgow Stock  Exchange A s s o c i a t i o n .  Th is  was no t  uncommon f o r  
G lasgow  a c c o u n t a n t s ,  who g e n e r a l l y  h a d  s t r o n g  l i n k s  w i t h  t h e  
S to c k  Exchange. The Edinburgh I n s t i t u t e ,  on t h e  o t h e r  hand,  was 
m ore  c l o s e l y  a l l i e d  w i t h  a c t u a r i e s ,  i n s u r a n c e  and  t h e  l e g a l  
p r o f e s s i o n  ( S t e w a r t ,  1977).
A u d i t  work  was  o n l y  s t a r t i n g  t o  become s i g n i f i c a n t  f o r  
a c c o u n t a n t s  i n  t h e  1870's.  The s i g n i f i c a n t  l i n e  o f  b u s i n e s s  f o r  
a c c o u n t a n t s  was g e n e r a l l y  bankrup tcy  work i n  t h e  e a r l y  emergence 
o f  t h e  p r o f e s s i o n  ( B r i s t o n  a nd  K e d s l i e ,  1984,  1986) .  A p u b l i c  
company  d i d  n o t  need  t o  a p p o i n t  an  a u d i t o r  u n t i l  t h e  1900 
Companies Act. However, Champdany's a r t i c l e s  s p e c i f i e d  t h a t  an 
a u d i t  s h o u l d  be c a r r i e d  o u t .  As a l r e a d y  s t a t e d ,  S l o a n ' s  r e m i t  
was  t o  " c e r t i f y  t o  t h e  m em be rs  t h e  c o r r e c t n e s s  o f  t h e  y e a r l y  
f i n a n c i a l  s t a t e m e n t  and . . . .g ive  such i n f o r m a t i o n  on th e  s t a t e  o f  
t h e  c o m p a n y ' s  a f f a i r s  a s  t h e y  (h e )  may t h i n k  f i t "  (AA, UGD 
9 1 / 1 7 5 ) .
S l o a n ' s  r o l e  o f  c e r t i f i c a t i o n  was  soon  m ixed  up w i t h  an 
advocacy r o l e .  I n  1877 t h e  a u d i t o r ' s  a d v ic e  was asked f o r  on the  
a c c o u n t s  s e n t  f rom  F i n l a y  M u i r  on t h e  m i l l .  A l s o ,  h i s  o p i n i o n  
was sough t  on the  bookkeeping sys tem g e n e r a l l y  and he was asked 
i f  any s i m p l i f i c a t i o n  needed t o  be made. The a u d i t o r  sugges ted  
no a l t e r a t i o n  was n e c e s s a r y  (DM, 1 August 1877, UGD 91/178/1) .
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The f i r s t  s e t  o f  a c c o u n t s  i n c l u d e d  t h e  f o l l o w i n g  a u d i t  
r e p o r t :
"I  he reby  c e r t i f y  t h a t  t h e  above Ba lance  
s h e e t  i s  c o r r e c t ;  t h a t  i t  co r r e s p o n d s  w i t h  the  
c e r t i f i e d  S t a t e m e n t s  and I n v e n t o r i e s  r e c e i v e d  
from t h e  Agents o f  t h e  Company i n  C a l c u t t a  and 
t h a t  i t  c o n t a i n s  a f u l l  and t r u e  s t a t e m e n t  o f  
t h e  f i n a n c i a l  c o n d i t i o n  o f  t h e  Company" (AR, 
21 June 1875, UGD 9 1 / 1 6 2 ) .
On t h e  r e s t  o f  t h e  a c c o u n t s ,  S l o a n  p u t  t h e  w o r d s  " e x a m in e d  
and  f o u n d  c o r r e c t . "  The e x t e n t  o f  h i s  a u d i t  w o rk  s eem ed  t o  
r e l a t e  t o  t h e  a r i t h m e t i c a l  a c c u r a c y  o f  t h e  a c c o u n t s  and t h e  
a g r e e m e n t  o f  t h e  a c c o u n t s  t o  t h e  s t a t e m e n t s  o f  t h e  C a l c u t t a  
a g e n t s .  He r e l i e d  t o t a l l y  on t h e  r e p r e s e n t a t i o n  o f  t h e  C a l c u t t a  
a g e n t s .
I n  t h e  1881 a c c o u n t s ,  S l o a n  e x p a n d e d  h i s  a u d i t  r e p o r t  t o  
i n c l u d e  t h a t  he  h a d  e x a m i n e d  t h e  boo k s  o f  t h e  company and 
c o m p a r e d  t h e s e  w i t h  t h e  v o u c h e r s  a s  w e l l  a s  t h e  a g e n t ' s  
s t a t e m e n t s .
I n  1882 t h e  a u d i t o r  g o t  e m b r o i l e d  i n  h i s  f i r s t  c o n f l i c t  
s i t u a t i o n  o v e r  t h e  a c c o u n t i n g  p r a c t i c e  o f  d e p r e c i a t i o n .  The 
C h a i r m a n  a p p e a l e d  t o  t h e  a u d i t o r ' s  s p e c i a l  r e p o r t  on  
d e p r e c i a t i o n ,  w h i c h  re c o m m e n d e d  t h a t  r a t e s  o f  t h r e e  and a h a l f  
p e r  c e n t  on b u i l d i n g s  and seven  and a  h a l f  p e r  c e n t  on machinery 
be used r e t r o s p e c t i v e l y .  He f u r t h e r  s t a t e d  t h a t  t h e  d e f i c i e n c y  
i n  t h e  d e p r e c i a t i o n  a c c o u n t s  s h o u l d  be made up a s  so o n  a s  
p o s s i b l e  (AR, 31 J u l y  1882, UGD 91/163) .
Th is  r e p o r t  was appea led  t o  by t h e  Chairman t o  sup p o r t  h i s  
view o f  a s m a l l e r  d i v id e n d  payment .  The f i r s t  y ea r  t h e  accounts  
were p r i n t e d  i n  1882, Sloan  changed h i s  a u d i t  r e p o r t  t o  inc lu d e  
th e  p r o f i t  and l o s s  s t a t e m e n t s  o f  Champdany and W e l l in g to n  m i l l s .  
A l s o ,  t h e  r e p o r t  no l o n g e r  u s e d  t h e  p h r a s e  a " f u l l  and t r u e
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s t a t e m e n t  o f  the  p o s i t i o n  o f  t h e  company," The r e p o r t  now s t a t e d  
" c o r r e c t l y  s e t  f o r t h  t h e  p o s i t i o n  o f  t h e  Company" (AR, 1882, UGD 
9 1 / 163 ). The a u d i t  r e p o r t  r e m a i n e d  t h i s  way up t o  1901,  when 
s e v e r a l  changes were made due t o  company l e g i s l a t i o n .
I n  1893 t h e  a u d i t o r  g o t  i n v o l v e d  i n  a n o t h e r  c o n f l i c t  o v e r  
a c c o u n t i n g  p r a c t i c e s .  At  t h e  1 893  AGM, h i s  l e t t e r  o f  
recommendat ion on exchange t r e a t m e n t  was read .  This  deba te  has  
a l r e a d y  been examined i n  P a r t  F iv e  o f  t h i s  s e c t i o n .  However, i t  
i s  i n s t r u c t i v e  t o  s e e  how t h e  a u d i t o r  was a p p e a l e d  t o  a s  a 
l e g i t i m a t i o n  dev ice  by t h e  Chairman,  John Muir , t o  s u p p o r t  James 
F i n l a y ' s  i n t e r e s t s  i n  Champdany.  The a u d i t o r ' s  l e t t e r  was  t h e  
c a t a l y s t  f o r  a f a r  r e a c h i n g  d e b a t e ,  n o t  o n l y  on t h e  a c c o u n t i n g  
p r a c t i c e  i t s e l f  and i t s  d i s t r i b u t i o n a l  e f f e c t s ,  bu t  a l s o  on the  
management o f  t h e  company.
Thomas W a ts o n ,  a n o n - J a m e s  F i n l a y  d i r e c t o r ,  w r o t e  t o  t h e  
company i n  r e s p o n s e  t o  t h e  a u d i t o r ' s  l e t t e r .  Watson q u e s t io n e d  
t h e  a u d i t o r ' s  r o l e  i n  t h e  company and s u g g e s t e d  t h a t  such  a 
l e t t e r  o f  r e c o m m e n d a t i o n  was  o u t s i d e  t h e  s c o p e  o f  a n  a u d i t o r ' s  
w o rk .  W a tson  s t a t e d  t h a t  h e  t o o k  e x c e p t i o n  t o  t h e  a u d i t o r  
i n t e r f e r i n g  w i t h  t h e  d i r e c t o r s  and s h a r e h o l d e r s  by d i c t a t i n g  the  
v a l u e s  a s s e t s  s h o u l d  b e  s t a t e d  a t  i n  t h e  a c c o u n t s  
(Cor respondence ,  6m, 30 August  1893, UGD 91/178 /4 ) .
Alexander  S loan  r e p l i e d  t o  Watson 's  c r i t i c i s m ,  s t a t i n g  t h a t  
he con s id e red  i t  h i s  du ty  to  recommend th e  exchange t r e a t m e n t  t o  
t h e  company. He su g g e s t e d  t h a t  Watson m isunde rs tood  th e  scope of  
h i s  r e c o m m e n d a t i o n s  a n d  t h a t  h i s  v i e w s  o f  a n  a u d i t o r ' s  
r e s p o n s i b i l i t i e s  w e r e  d i a m e t r i c a l l y  opposed t o  Watson's  views.  
He f u r t h e r  s t a t e d  t h a t  i n  g i v i n g  h i s  v i e w s  t o  t h e  d i r e c t o r s  on 
t h e  e x c h a n g e  q u e s t i o n  he  d i d  s o  " u n d e r  a v e r y  deep  s e n s e  o f  my
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r e s p o n s i b i l i t y  t o  them and t o  t h e  g e n e r a l  body o f  S h a r e h o l d e r s ,  
f rom whom I  ho ld  my appo in tm en t .  From the  tone  o f  Mr. Watson's 
l e t t e r  one w o u ld  s u p p o s e  I  h a d  some s i n i s t e r  d e s i g n  upon t h e i r  
p r o p e r t y .  W i th  a l l  r e s p e c t  I  m u s t  s a y  t h a t  t o  r e s e n t ,  a s  Mr. 
Watson has  done, wha t  he c a l l s  t h e  i n t e r f e r e n c e  o f  t h e  A udi to r  i s  
an e x t r a o r d i n a r y  p o s i t i o n  f o r  t h e  D i r e c t o r  o f  a P u b l i c  Company to  
t a k e  up, and one, which,  i n  c e r t a i n  c i r c u m s t a n c e s ,  would be s u re  
t o  be s e v e r e l y  com m en ted  upon ,  a s  c a l c u l a t e d  t o  i n t i m i d a t e  t h e  
A u d i t o r  i n  t h e  d i s c h a r g e  o f  h i s  o n e r o u s  a nd  r e p o n s i b l e  d u t i e s . "  
(Corre spondence ,  6 Sep tem ber  1893, UGD 91/175) .
I n  t h e  1894 a c c o u n t s ,  w h i c h  i m p l e m e n t e d  S l o a n ' s  
r e c o m m e n d a t i o n  on e x c h a n g e ,  t h e  d i r e c t o r s ,  i n  j u s t i f y i n g  t h e  
t r e a t m e n t ,  s t a t e d  n o t  o n l y  w i l l  " t h e  A c c o u n t s  r e p r e s e n t  m ore  
n e a r l y  t h e  r e a l  s t e r l i n g  v a l u e s  t h a n  f o r m e r l y  b u t  a l s o . . . . t h i s  
method o f  s t a t i n g  t h e  Accounts  has  t h e  app rova l  o f  t h e  a u d i t o r "  
(DR, 1894, UGD 9 1 / 1 6 3 ) .
I n  t h e  c o n f l i c t  t h a t  t o o k  p l a c e  a f t e r  t h e  1894 a c c o u n t s ,  
some o f  t h e  d i s g r u n t l e d  m i n o r i t y  s h a r e h o l d e r s  a p p r o a c h e d  S l o a n  
d i r e c t l y  and r e q u e s t e d  t h a t  he diange t h e  a c c o u n t in g  t r e a t m e n t  of  
exchange.  S loan  had become i d e n t i f i e d  w i t h  t h e  Chairman and t h e  
J a m e s  F i n l a y  a f f i l i a t e d  s h a r e h o l d e r s .  The s e c r e t a r i e s ,  a t  one 
p o i n t ,  were concerned w he the r  S loa n  had changed h i s  v i e w s ,  as  t h e  
i n t e n s i t y  o f  t h e  c o n f l i c t  had i n c r e a s e d .  However, he r e a s s u r e d  
them  t h a t  he  h a d  no r e a s o n  t o  c h a n g e  h i s  o r i g i n a l  v i e w s  
( C o r r e s p o n d e n c e ,  DM, 13 A ug u s t  1894 ,  UGD 9 1 / 1 7 8 / 4 ) .  I n  f u r t h e r  
d i s c u s s i o n s  w i t h  i n q u i r i n g  s h a r e h o l d e r s ,  t h e  d i r e c t o r s  a g a i n  
t u r n e d  t o  t h e  a u d i t o r  t o  l e g i t i m i s e  t h e i r  v iews .  I n  p r e s e n t i n g  
t h e i r  c a s e  on t h e  e x c h a n g e  q u e s t i o n ,  t h e y  s t a t e d  " t h a t  t h e y  had 
a c t e d  i n  s t r i c t  accordance  w i t h  t h e  v iew s  o f  t h e  Audi to r"  (DM, 16 
A ug u s t  1 8 9 4 , UGD 9 1 / 1 7 8 / 4 ) .  At a n o t h e r  m e e t i n g  o f  i n q u i r i n g
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s h a r e h o l d e r s  i n  S e p t e m b e r  1894,  S l o a n  was  w i t h  t h e  d i r e c t o r s  
g i v i n g  m ore  e x p l a n a t i o n s  f o r  t h e  e x c h a n g e  t r e a t m e n t  (DM, 10 
Sep tem ber  1894, UGD 91/178 /4 ) .
At t h e  1895 AGM th e  a u d i t o r  was opposed by th e  s h a r e h o l d e r s  
who were b r i n g i n g  the  c o u r t  a c t i o n  a g a i n s t  t h e  company. He was 
f u l l y  i d e n t i f i e d  a s  g i v i n g  " e x p e r t "  j u s t i f i c a t i o n  f o r  F i n l a y ' s  
i n t e r e s t  i n  Champdany,  w h i c h  was  o p p o s e d  t o  t h e  m i n o r i t y  
s h a r e h o l d e r s '  g o a l s  o f  r e g u l a r  d i v i d e n d  i n c o m e .  I n  a l e t t e r  t o  
t h e  s h a r e h o l d e r s ,  e x p l a i n i n g  t h e  c o u r t  a c t i o n  and th e  d i f f e r e n t  
a l l e g a t i o n s  a g a i n s t  t h e  company,  t h e  d i r e c t o r s  s t a t e d  t h e  
f o l l o w i n g  a bou t  Mr. Sloan;
"Our i n f o r m a t i o n  i s  t h a t  t h e r e  i s  no 
f o u n d a t i o n  w h a t e v e r ,  i n  f a c t ,  f o r  t h e  c l a i m ,  
and  we s e e  e v e r y  r e a s o n  t o  b e l i e v e  t h a t  t h i s  
i s  s o .  I t  h a s  t o  be r e m e m b e r e d  t h a t  t h e  
Company's  A c c o u n t s  a r e  a u d i t e d  by Mr. S l o a n ,
C.A., a h i g h - c l a s s  p r o f e s s i o n a l  man. We 
cannot  s e e  how i t  i s  p o s s i b l e  Mr. S loan  could 
h a v e  b e e n  i g n o r a n t  o f  t h e  s t a t e  o f  m a t t e r s  
a l l e g e d  by t h e  P u r s u e r s ,  i f  i t  h a d  a n y  
e x i s t e n c e " ( C o r r e s p o n d e n c e ,  14 O c t o b e r  1895,  
UGD 9 1 / 1 7 5 ) .
The d i r e c t o r s  viewed Mr. Sloan  as  a " h i g h - c l a s s  p r o f e s s i o n a l  
man." S lo a n ' s  p o s i t i o n  a s  s e c r e t a r y  o f  t h e  Glasgow I n s t i t u t e  was 
o b v i o u s l y  a  h i g h  p r o f i l e  p o s i t i o n .  The p r o f e s s i o n a l i s m  t h a t  
Sloan  had a t t a i n e d  was based on h i s  h i g h - p r o f i l e  membership o f  a 
b lo ssom ing  p r o f e s s i o n .  James McClel land  w ro te  i n  1869 t h a t  " th e  
p r o f e s s i o n  o f  w h a t  i s  t e r m e d  a C h a r t e r e d  A c c o u n t a n t ,  h a s  now 
o b t a i n e d  c o n s i d e r a b l e  s t a t u s  and g r e a t  d e v e l o p m e n t  i n  t h e  
m e t r o p o l i s  o f  S c o t l a n d  and i n  t h e  City o f  Glasgow" (McClel land,  
1869,  p. 5) .  A l s o ,  by c a l l i n g  S l o a n  a h i g h  c l a s s  p r o f e s s i o n a l  
man, t h e  d i r e c t o r s  were i nvok ing  a moral  and e t h i c a l  s t a n d a r d  o f  
behav iour ,  where c h a r a c t e r i s t i c s  l i k e  i n t e g r i t y ,  t r u t h f u l n e s s ,  a
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se n se  o f  j u s t i c e ,  Independence ,  and t r u s t w o r t h i n e s s  were h i g h ly  
r e g a r d e d  (McCle l land ,  1869, p. 23).
By 1869 t h e  p r o f e s s i o n a l i s a t i o n  p r o c e s s  was l a i d  down. I t  
i n v o lv e d  a f o u r  y e a r  a p p r e n t i c e s h i p ,  t h e  p a s s i n g  o f  v a r i o u s  law 
and commerc ia l  exams and t h e  undergoing  o f  an e x a m in a t io n  b e fo re  
t h e  Counci l  o f  t h e  I n s t i t u t e  (McCle l land ,  1869). When Sloan  was 
a p p o in t e d  s e c r e t a r y  i n  1873 t h e  membership o f  t h e  I n s t i t u t e  was 
s i x t y - s e v e n ;  when he r e l i n q u i s h e d  t h e  o f f i c e  i n  1909 i t  was f i v e  
hundred  and s e v e n t y - f i v e .
An i n t e r e s t i n g  q u e s t i o n  i s  why d id  t h e  company c o n t r a c t  t o  
h a v e  t h e i r  a c c o u n t s  a u d i t e d  i n  t h e  a b s e n c e  o f  a n y  l e g a l  
r e q u i r e m e n t  t o  do so? Agency t h e o r y  would s u g g e s t  t h a t  a u d i t o r s  
a r e  a  p a r t  o f  a m o n i t o r i n g  m e c h a n i s m  us e d  by s h a r e h o l d e r s  t o  
m o n i t o r  t h e  s e l f  i n t e r e s t e d  b e h a v i o u r  o f  management. Equa l ly ,  
m a n a g e m e n t  w i l l  s u b m i t  t h e i r  i n f o r m a t i o n  s y s t e m s  t o  t h e  a u d i t  
p r o c e s s  i n  o r d e r  t o  m i n i m i s e  t h e i r  b o n d i n g  c o s t s  ( W a t t s  and 
Z imm erm an ,  1986) .  B e c a u s e  o f  t h e s e  a g e n c y  c o s t s ,  a u d i t i n g  i s  
l i k e l y  t o  e x i s t  i n  an u n r e g u l a t e d  env ironm en t .  However, such an 
e x p l a n a t i o n  d e n i e s  t h e  h i s t o r i c a l  e m e r g e n c e  o f  a u d i t i n g  i n  
Qiampdany's s i t u a t i o n ,  e s p e c i a l l y  when t h e  ow nersh ip  s t r u c t u r e  i s  
c o n s id e r e d .
I n i t i a l l y  i t  i s  q u i t e  p o s s i b l e  t h a t  t h e  a u d i t o r  was 
a p p o i n t e d  t o  l e n d  c r e d i b i l i t y  t o  t h e  a c c o u n t s .  The p r i v a t e  
company a tm osphe re ,  however ,  d id  e x i s t  where a l l  t h e  s h a r e h o l d e r s  
w e r e  known t o  t h e  d i r e c t o r s .  A l t e r n a t i v e l y  t h e  a u d i t o r  m i g h t  
h a v e  b e e n  a p p o i n t e d  a s  a s a f e  g u a r d  a g a i n s t  f r a u d  ( c . f .  Lee ,  
1970) .  I f  t h e  a u d i t o r ' s  r o l e  was p u r e l y  one o f  c h e c k i n g  t h e  
C a l c u t t a  a g e n t ' s  r e p r e s e n t a t i o n s  and v o u c h e r s  and a g r e e i n g  t h e  
a c c o u n t s  t o  t h e  b o o k s ,  t h e n  t h e  f r a u d  a r g u m e n t  c o u l d  be 
s u s t a i n e d .  Ye t ,  t h i s  i s  d o u b t f u l ,  g i v e n  t h e  a u d i t o r  was
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c o m p le te ly  r e l i a n t  on t h e  i n f o r m a t i o n  t h a t  came from F i n l a y  Muir  
i n  I n d i a ,  He was, t h e r e f o r e ,  l i m i t e d  i n  t h e  work he could do on 
check ing  f raud .  23
S l o a n  was  so o n  u s e d  t o  g i v e  a d v i c e  and  r e c o m m e n d a t i o n s  on 
a c c o u n t in g  p r a c t i c e s  which had d i s t r i b u t i o n a l  e f f e c t s  among t h e  
s h a r e h o l d e r s .  Th is  f i r s t  o c c u r r e d  on t h e  d e p r e c i a t i o n  q u e s t i o n  
i n  1882,  b u t  m ore  p a r t i c u l a r l y  on  t h e  e x c h a n g e  q u e s t i o n  i n  t h e
1 890*s. I t  c o u l d  be a r g u e d  t h a t  J a m e s  F i n l a y ' s  i n t e r e s t s  w e r e
f u r t h e r e d  by a p p e a l in g  t o  t h e  e x p e r t  o p i n i o n  o f  t h e  a u d i t o r  who 
g a v e  a c c o u n t i n g  p r a c t i c e  r e c o m m e n d a t i o n s  t o  l e g i t i m i s e  t h e i r  
p o s i t i o n  o f  power.  The a u d i t o r  was no t  d i s p e n s i n g  un p r o b le m a t ic ,  
n e u t r a l ,  t e c h n i c a l  r e c o m m e n d a t i o n s ,  b u t  r a t h e r  p r o b l e m a t i c ,  
d e b a t a b l e  recom menda t ions  t h a t  were o r g a n i s a t i o n a l l y  de te rm in e d .
A f t e r  t h e  c o u r t  a c t i o n  and t h e  r e s u l t a n t  homogenei ty  o f  t h e  
s h a r e h o l d e r s ,  t h e  a c c o u n t s  f rom 1899 were no t  c o n t r o v e r s i a l .  The
a u d i t o r  was  n o t  v i s i b l e  a s  i n  t h e  1 8 8 0 ' s  and  I 8 9 0 ' s .  The
a u d i t o r ' s  r e p o r t  c h a n g e d  a g a i n  i n  1901 a s  a r e s u l t  o f  t h e  1900 
C om pa n ie s  A c t .  T h i s  made i t  c o m p u l s o r y  t o  a p p o i n t  an  a u d i t o r .  
S lo a n ' s  a u d i t  r e p o r t  now o n ly  i n c l u d e d  t h e  b a lance  s h e e t  bu t  t h e  
s t a t e m e n t  " t r u e  and  c o r r e c t  v i e w "  w a s  i n c l u d e d  t o  m ee t  t h e  
r e q u i r e m e n t s  o f  t h e  Act.
Edwards (1976) and G i l l i n g  (1972) have argued t h a t  t h e  a u d i t  
l e g i s l a t i o n  o f  t h e  Companies Acts  has  made the  a u d i t  emphas is  too  
narrow and has  r e s t r i c t e d  t h e  development  o f  a u d i t i n g .  C e r t a i n l y  
i n  t h i s  c a s e ,  t h e  s c o p e  o f  t h e  a u d i t  r e p o r t  was now o n l y  
r e s t r i c t e d  t o  t h e  b a l a n c e  s h e e t  and d i d  n o t  i n c l u d e  t h e  p r o f i t  
and l o s s ,  which was p r e v i o u s l y  i n c lu d e d .  The 1909 Companies Act 
a g a i n  a f f e c t e d  t h e  a u d i t  r e p o r t  w o r d i n g .  The r e p o r t  s e t  o u t  i n  
more  d e t a i l  t h e  work  done by a u d i t o r s  and  t h e  k i n d  o f  e v i d e n c e
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t h a t  had been examined t o  s u p p p o r t  t h e i r  o p in io n .
By 1919 t h e  a u d i t o r  had expanded h i s  s e r v i c e s  t o  Champdany. 
They w e r e  p a i d  f o r  g i v i n g  t a x a t i o n  a d v i c e ,  e s p e c i a l l y  a s  i t  
r e l a t e d  t o  e x c e s s  p r o f i t s  d u t y  (DM, 28 F e b r u a r y  1919 ,  UGD
91/ 178/ 6 ). A l e x a n d e r  S l o a n  h a d  o b v i o u s l y  i m p r o v e d  h i s  f i r m ' s
a b i l i t y  t o  p r o v i d e  t a x a t i o n  s e r v i c e s ,  a s  p r e v i o u s  a d v i c e  was
o b t a i n e d  i n  1900 from Mr. S t a c e y  Webber, who d e s c r i b e d  h i m s e l f  as
an Income Tax Exper t .  A f t e r  g e t t i n g  Mr. Webber's v iew s  on be ing  
t a x e d  on p r o f i t s ,  r a t h e r  t h a n  j u s t  t h e  d i v i d e n d  a l o n e ,  J a m e s  
F i n l a y  c om m e n te d :  " I  t h i n k  i t  w o u ld  be b e t t e r  n o t  t o  e m p loy  Mr. 
Webber  ( a s  he  s u g g e s t s )  a s  t h e  medium b e t w e e n  JF  & Co., and t h e  
t a x  o f f i c e .  They m i g h t  t h i n k  we w e r e  t r y i n g  t o  do them  i n  some 
way e m p l o y i n g  s u c h  a s h a r p  man a s  Mr. Webber"  ( S t a t e m e n t s ,  
F i g u r e s ,  e t c . ,  8 J u l y  1900 ,  UGD 9 1 / 1 6 8 ) .
O t h e r  p r o f e s s i o n a l s  w e r e  u s e d  i n  t h e  c o n f l i c t s  o v e r  t h e  
a c coun t s .  I n  t h e  1882 c o n f l i c t  ove r  d e p r e c i a t i o n ,  i n i t i a l l y  t h e  
Chairman t h o u ^ t  P r o f e s s o r  R o b e r t s o n ,  t h e  c om pa ny ' s  l a w  a g e n t ,  
would s o l v e  t h e  deba te .  However, i t  became c l e a r  t h a t  he d id  not  
s e e  h i m s e l f  as  h a v in g  such a r o l e ,  bu t  r a t h e r  i t  was a m a t t e r  f o r  
t h e  s h a r e h o l d e r s  (DM, 20 and 26 J u l y  1882,  UGD 9 1 / 1 7 8 / 2 ) .  On 
a n o t h e r  o c c a s i o n ,  t h e  c h a i r m a n  s u g g e s t e d  a d i s p u t e  o v e r  t h e  
d iv id e n d  to  be p a id ,  shou ld  be r e f e r r e d  t o  the  company's banker ,  
Mr. F l e m m in g ,  a t  t h e  R oya l  Bank o f  S c o t l a n d  (DM, 16 J u l y  1889,  
UGD 91/ 178/ 3). However, t h e  a u d i t o r  was p r i m a r i l y  appea led  t o  as 
t h e  e x p e r t  who became j u s t  as  much a l e g i t i m i s a t i o n  mechanism f o r  
t h e  p o w e r  o f  t h e  J a m e s  F i n l a y  d i r e c t o r s  t o  r u n  t h e  company 
e n t i r e l y  i n  t h e i r  i n t e r e s t s ,  as  a watchdog f o r  f r a u d  o r  a l e n d e r  
o f  c r e d i b i l i t y  t o  t h e  accounts .
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7* Internal Accounting Issues
The d i r e c t o r s  w e r e  a c t i v e  i n  t h e i r  m ana ge m e n t  o f  
Champdany,  They m e t  r e g u l a r l y  t w i c e  a m onth  and  d i s c u s s e d  
f i n a n c i a l  a n d  n o n - f i n a n c i a l  i n f o r m a t i o n ,  N o n - f i n a n c i a l  
i n f o r m a t i o n  d i s c u s s e d  a t  b o a r d  l e v e l  v a r i e d ,  s u c h  a s  m a r k e t  
c o n d i t i o n s  and  t r e n d s ,  t h e  n a t i v e  l a b o u r  s u p p l y ,  w o r k i n g  
c o n d i t i o n s ,  s t o c k  l e v e l s  e x p re s s e d  i n  t e r m s  o f  p r o d u c t i o n  needs,  
c o m p e t i t o r  i n f o r m a t i o n ,  i n f o r m a t i o n  on a c c o u n t i n g  p o l i c i e s ,  
i n f o r m a t i o n  on work ing  h o u r s ,  European employment  c o n t r a c t s ,  and 
d e t a i l s  on t h e  IJMA, N o n - f i n a n c i a l  i n f o r m a t i o n  was an i m p o r t a n t  
p a r t  o f  t h e  i n f o r m a t i o n  d i s c u s s e d  by t h e  d i r e c t o r s .
H o w e v er ,  f i n a n c i a l  i n f o r m a t i o n  d i d  be come i n c r e a s i n g l y  
v i s i b l e  over  t im e .
a« Cost and Control C on sid eration s
About a  y e a r  a f t e r  Champdany had s t a r t e d  t r a d i n g ,  t h e  
d i r e c t o r s  r e q u e s t e d  c o s t  i n f o r m a t i o n .  I n  A p r i l  1876,  one  
d i r e c t o r  drew a t t e n t i o n  t o  t h e  need o f  " d e t a i l e d  c o s t  s t a t e m e n t s  
o f  the  goods made a t  Champdany" (DM, 5 A p r i l  I 876, UGD 9 1 / 1 7 8 / 1 ) .  
The d i r e c t o r  was concerned t h a t  when goods were s o l d ,  t hey  were 
so ld  a t  a p r o f i t .  Such i n f o r m a t i o n  would a l s o  h e lp  t h e  d i r e c t o r s  
i d e n t i f y  t h e  most  p r o f i t a b l e  goods.  F i n l a y  Muir ,  were i n s t r u c t e d  
to  h i r e  a c l e r k  t o  p r e p a r e  such s t a t e m e n t s .  Up t o  t h i s  p o i n t  the  
d e c i s i o n s  w e r e  made w i t h o u t  s u c h  c o s t  i n f o r m a t i o n .  However ,  
g e n e ra l  m arke t  i n f o r m a t i o n  f o r  raw j u t e  and m anufac tu red  goods 
was a v a i l a b l e .  S t a t e m e n t s  o f  t h e  " m a n u f a c t u r i n g  c o s t  o f  t h e  
l e a d i n g  f a b r i c s "  w e r e  s u b m i t t e d  t o  t h e  n e x t  d i r e c t o r s ’ m e e t i n g  
and approved by Mr. Luke, who was knowledgable  on j u t e  c o s t s  over  
d i f f e r e n t  p r o d u c t s  (DM, 19 A p r i l  1876, UGD 91/178 /1 ) .
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P r i o r  t o  t h i s  r e q u e s t  f o r  i n f o r m a t i o n  on p a r t i c u l a r  goods  
p r o d u c e d ,  t h e  d i r e c t o r s  had  r e c e i v e d  i n f o r m a t i o n  on t h e  weekly 
c o s t  o f  p r o d u c t i o n  a t  t h e  m i l l .  This  was prompted  by a s lump i n  
t h e  m arke t  e a r l y  i n  1875» The weekly  c o s t  o f  p r o d u c t i o n  i n  March 
1875 was a s  f o l l o w s :
Hs. Rs.
Cost  o f  European s u p e r v i s i o n  
E s t a b l i s h m e n t  i . e .  c l e r k s ,  e t c .  
Wages p a id  t o  workers
Cost o f  r e p a i r i n g  mach inery  
and s t o r e s  from home 
( e s t i m a t e d )
C a l c u t t a  Foundry A/c say
t o s t  3£. M a t e r i a l
J u t e  consumed 3,394 
mds. 12 s e e r s
O i l ,  b a t c h i n g  and 
l u b r i c a t i n g
Coal
P e t t y  expenses  and t r a d e  
c h a rg e s  i n c u r r e d  a t  t h e  
works ,  say
Tear  and wear o f  machinery  
5$ say  on Rs. 1 , 0 0 0 ,0 0 0 / -
Glasgow c h a rg e s ,  f i r e  
i n s u r a n c e ,  e t c . ,
C a l c u t t a  In su r a n c e  
godown r e n t  e t c . ,
4 6 5 / -
1 1 6 / 1 0 / -
4 , 2 0 3 / 9 / -
1 9 2 / 4 / -
87 / -
1 1 , 8 8 0 / -
1 ,0 9 1 / -
9 5 8 / 1 0 / -




1 , 000— 0-0
875 / -
232 / -
1 ,107-  0-0
Rs. 2 1 , 2 0 1 -  1-0
Source :  Correspondence 1875, UGD 91 /141 .
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The a r c h i v a l  d a t a  does no t  e x i s t  on how th e y  then  a l l o c a t e d  
t h i s  i n f o r m a t i o n  a c r o s s  p r o d u c t s .  At t h e  end o f  1896,  t h e  i d e a  
o f  p r o d u c t i o n  s t a n d a r d s  was s u g g e s t e d  t o  Mr. Luke on h i s  f i r s t  
v i s i t  t o  t h e  m i l l .  I t  was s u g g e s t e d  t h a t  he f i x  a s t a n d a r d  r a t e  
o f  p r o d u c t i o n  on v a r i o u s  f a b r i c s  f ro m  t h e  v a r i o u s  w i d t h s  o f  
l o o m s ;  and  when t h e  s t a n d a r d s  w e r e  n o t  m e t ,  t h e  m i l l  m a n a g e r  
s h o u l d  be i n s t r u c t e d  t o  g i v e  a s a t i s f a c t o r y  e x p l a n a t i o n  o f  any 
s h o r t c o m in g  (DM, 20 December 1876, ÜGD 91 /178 /1 ) .
I n  F e b rua ry  1877, t h e  d i r e c t o r s  r e q u e s t e d  a c a l c u l a t i o n  t o  be 
made a s  t o  t h e  p e r c e n t a g e  o f  f i x e d  c h a r g e s  on t h e  t o t a l  c o s t  o f  
p r o d u c i n g  h e s s i a n s .  They r e q u i r e d  t h i s  i n f o r m a t i o n ,  a s  t h e y  were 
p r e p a r e d  t o  s e l l  p r o d u c t i o n  e v e n  i f  t h e y  ha d  t o  s a c r i f i c e  one 
h a l f  o f  t h e  f i x e d  c h a r g e s .  A n o t h e r  d r o p  i n  t h e  m a r k e t  i n  1879 
b r o u g h t  a b o u t  a  s i m i l a r  d i s c u s s i o n  by t h e  d i r e c t o r s .  They 
d e s i r e d  t o  know "how much u n d e r  c o s t ,  h e a v y  goods  c o u l d  be s o l d  
a t  w i t h o u t  l o s i n g  more t h a n  t h e  f i x e d  cha rges"  (DM, 17 June 1879, 
UGD 9 1 / 1 7 8 / 1 ) .
The c o n c e p t  o f  c o s t  was a p r o b l e m a t i c  c o n c e p t  f o r  t h e  
d i r e c t o r s .  D e s p i t e  o b t a i n i n g  t h e  c o s t  i n f o r m a t i o n  a c r o s s  t h e  
v a r i o u s  p r o d u c t s  i n  A p r i l  1 8 7 6 ,  t h e  d i r e c t o r s  e x p r e s s e d  
d i s s a t i s f a c t i o n  a t  no t  knowing t h e  a c t u a l  c o s t  o f  v a r i o u s  goods 
i n  F e b r u a r y  1877.  T h i s  i n q u i r y  i n t o  c o s t  was p r o m p t e d  by 
i n f o r m a t i o n  t h a t  t h e  company's m a n u f a c t u r in g  c o s t s  were h igh  a t  
£10 p e r  ton  on t h e  c o s t  o f  j u t e ,  as  compared t o  a n o th e r  m i l l  w i th  
m a n u f a c t u r i n g  c o s t s  o f  £7 p e r  t o n .  One o f  t h e  d i f f e r e n c e s  was 
t h a t  Champdany i n c l u d e d  d e p r e c i a t i o n  i n  t h e i r  c o s t s .  T h i s ,  
h o w e v e r ,  d i d  n o t  a c c o u n t  f o r  a l l  t h e  d i f f e r e n c e ,  h e n c e  t h e  
d i r e c t o r s '  c o n c e r n .  The d i r e c t o r s  a l s o  recom m ended  t h a t  t h e  
j u t e ,  when r e c e i v e d  i n t o  t h e  m i l l ,  s h o u l d  be c l a s s e d  i n t o  good.
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medium and i n f e r i o r  j u t e  so  t h a t  c o s t s  could be b e t t e r  e s t i m a t e d  
(DM, 2 8 February  1877, UGD 91 /1 7 8 /1 ) .
Two y e a r s  l a t e r ,  t h e  C a l c u t t a  a g e n t s ,  F i n l a y  M u i r ,  w e r e  
s t i l l  u n s u r e  a b o u t  w h e t h e r  t o  i n c l u d e  d e p r e c i a t i o n  i n  c o s t  
e s t i m a t e s .  T h e y  s u g g e s t e d  t h a t  t h e y  no l o n g e r  i n c l u d e  
d e p r e c i a t i o n ,  bu t  use p r e s e n t  v a l u e s .  The d i r e c t o r s  s t a t e d  t h a t  
making c o s t  s t a t e m e n t s  on t h i s  b a s i s  would be e n t i r e l y  m i s l e a d i n g  
and asked F i n l a y  Muir t o  c o n t i n u e  t o  i n c l u d e  d e p r e c i a t i o n  (DM, 16 
March 1881, UGD 91/1 78 /2 ) .
I n  1891 and  1892 t h e  b a s i s  o f  c o s t  was a g a i n  d i s c u s s e d ,  
e s p e c i a l l y  a s  r e l a t e d  t o  p r o f i t  c a l c u l a t i o n  when t h e  c o s t  o f  j u t e  
was  so  v o l a t i l e  (DM, 4 November  1891 and  20 A p r i l  1892 ,  UGD 
91/178 /4 ) .  The i d e a  o f  what  i s  a c o s t  was c o n s t r u c t e d  over  t im e .  
The c o n c e n t r a t i o n  on c o s t s  was s p u r r e d  on by t h e  h i g h l y  v o l a t i l e  
m a r k e t  f o r  j u t e  a nd  t h e  l o n g  p e r i o d  o f  low p r o f i t a b i l i t y  
e x p e r i e n c e d  by t h e  company.
As a c c o u n t i n g  c a l c u l a t i o n s  p e r m e a t e d  t h r o u g h  t h e  
o r g a n i s a t i o n ,  f u r t h e r  q u e s t i o n i n g  o f  a r e a s  p r e v i o u s l y  no t  reached  
by a c c o u n t i n g  r e c o r d s  and c a l c u l a t i o n ,  o c c u r r e d .  A v i s i b i l i t y  
ha d  b e e n  c r e a t e d  w h i c h  e n a b l e d  a r e a s  s u c h  a s  w a s t a g e ,  e m p l o y e e  
c o n t r o l ,  and s t o c k  c o n t r o l  t o  be examined. This  p a r t i c u l a r l y  was 
t h e  ca se ,  when a f t e r  two u n p r o f i t a b l e  y e a r s ,  i n  which no d iv id e n d  
was  d e c l a r e d ,  c o n c e r n  was f o c u s s e d  on t h e  a r e a s  o f  w a s t a g e ,  
l a b o u r  and s t o c k  c o n t r o l .  Wastage was i n v e s t i g a t e d  tho rough ly  i n  
1877. Wastage was e i t h e r  a n a ly s e d  a s  be ing a l e g i t i m a t e  p a r t  o f  
t h e  p r o d u c t i o n  p r o c e s s ,  o r  a s  b e i n g  u n a c c o u n t a b l e  o r  due t o  bad 
buying  p o l i c i e s  (DM, 16 February  1887, UGD 91/178 /3 ) .
I t  was d e c i d e d  i n  1886 t h a t  E u r o p e a n  w o r k e r s  s h o u l d  be 
s c a l e d  down and jobs  g iven  t o  " c l e v e r  n a t i v e  workers"  (DM, 5 May 
1886,  UGD 9 1 / 178/ 3 ). Yet ,  a f t e r  t a k i n g  t h i s  a c t i o n ,  Mr. Luke
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v i s i t e d  t h e  m i l l s  i n  F ebruary  1887 and was u p se t  t h a t  an I n d i a n  
s h o u l d  h a v e  b e e n  g i v e n  a r e s p o n s i b l e  j o b  o f  w e i g h i n g  j u t e  
p u r c h a s e s ,  and r u l e d  t h a t  no n a t i v e  shou ld  be g iven  r e s p o n s i b l e  
p o s i t i o n s  (DM, 16 February  1887, UGD 91 /178 /3 ) .  Also, d e t a i l s  on 
t h e  wages sys tem i n  t h e  f a c t o r y  was r e i t e r a t e d .  The pay s h e e t s ,  
a f t e r  be ing  made up by t h e  t i m e k e e p e r s ,  were t o  be checked by the  
o f f i c e  c l e r k s .  A European must  examine them b e f o r e  be ing  s e n t  t o  
t h e  C a l c u t t a  a g e n t s  and a l l  pay books were t o  be examined by the  
m i l l  managers .  I t  i s  i n t e r e s t i n g  t o  no te  t h a t  a l t h o u g h  economic 
r a t i o n a l e  su g g e s t e d  g i v i n g  t h e  l o c a l  I n d i a n s  more r e s p o n s i b i l i t y ,  
t h e r e b y  s a v i n g  on h i g h  E u r o p e a n  w a g e s ,  t h e  l a c k  o f  t r u s t  i n  t h e  
I n d i a n s ,  b r e d  by t h e  i m p e r i a l i s t i c  a t t i t u d e s  o f  t h e  B r i t i s h ,  
meant  economic r a t i o n a l i s a t i o n  cou ld  on ly  go so f a r .
P r o d u c t i o n  and  s a l e s  i n f o r m a t i o n  were r e g u l a r  f e a t u r e s  o f  
d i r e c t o r s *  m ee t ings .  The i n f o r m a t i o n  on p r o d u c t i o n  was su g g e s t e d  
a s  a  p o s s i b l e  bonus b a s i s  f o r  t h e  European employees o t h e r  than  
t h e  m i l l  manager .  This  was s u g g e s t e d  i n  1880; however ,  t h e  m i l l  
manager  d id  n o t  i n t r o d u c e  th e  scheme, as  he tho u g h t  t h e  European 
a s s i s t a n t s  w o u ld  p e r c e i v e  i t  t o  be d e t r i m e n t a l  t o  t h e i r  
i n t e r e s t s ,  g i v e n  t h e  a m o u n t  o f  f i x e d  s a l a r y  t h e y  would  h a v e  t o  
g i v e  up (DM, 4 A u g u s t  1880,  UGD 9 1 / 1 7 8 / 2 ) .  How ever ,  t h e  m i l l  
manager,  Mr Crabbe, changed h i s  mind and did i n t r o d u c e  t h e  bonus 
sys tem i n  November 1880. In  r e p o r t i n g  t o  t h e  d i r e c t o r s ,  he s t a t e d  
t h a t  t h e  men w e r e  p l e a s e d  w i t h  t h e  s y s t e m  "and  t h a t  i t  would  
p robab ly  a c t  a s  an i n c e n t i v e  t o  them t o  b r i n g  i n  a l l  t h e  workers  
t h e y  c o u l d "  (DM, 3 N o v e m b e r  1 8 8 0 ,  UGD 9 1 / 1 7 8 / 2 ) .  I t  i s  
i n t e r e s t i n g  t h a t  su c h  a bonus  s chem e  s h o u l d  h a v e  t h e  hoped  f o r  
p o t e n t i a l  t o  s o lv e  the  l a b o u r  prob lems a t  the m i l l s .  The scheme 
was  n o t  s u c c e s s f u l  and  was  d i s c o n t i n u e d  i n  1882 (DM, 19 A p r i l
365
1882, UGD 91 /178 /2 ) .
I n  1888, t h e  bonus  s y s t e m  b a s e d  on p r o d u c t i o n  f i g u r e s  was 
r e i n t r o d u c e d ,  a l t h o u ^  t h e  d i r e c t o r s  d i sa pp rove d  o f  the  p r i n c i p l e  
i n v o l v e d  i n  p a y i n g  s u c h  a b o nus ,  i n  v i e w  o f  t h e  f a c t  t h a t  t h e  
s h a r e h o l d e r s  w e r e  r e c e i v i n g  no d i v i d e n d  (DM, 21 March and 3 
October  1888, UGD 91/178/3)* As s h a l l  be seen ,  t h i s  i s s u e  was an 
i m p o r t a n t  c o n s i d e r a t i o n  i n  t h e  employment  c o n t r a c t s  w i t h  t h e  m i l l  
managers .  Th is  bonus f o r  t h e  y e a r  end 30 A p r i l  1889, was p a id  t o  
t h e  employees  i n s p i t e  o f  t h e  p r o d u c t i o n  t a r g e t  no t  be ing  r eached  
(DM, 16 J u l y  1889, UGD 91 /1 7 8 /4 ) .  Again, i t  was d i s c o n t i n u e d  and 
t h e  i d e a  o f  a bon u s  s y s t e m  w as  n o t  b r o u g h t  ba c k  a g a i n  u n t i l  t h e  
1910*s.  H ow e ver ,  i t  was  n o t  t i e d  i n t o  p r o d u c t i o n ,  b u t  was  m ore  
i n  t h e  n a t u r e  o f  a  f i x e d  s a l a r y  " top up."
C o n t r a c t s  w i t h  m i l l  m a n a g e r s  w i l l  be e x a m i n e d  i n  t h e  n e x t  
p a r t  o f  t h i s  s e c t i o n .
b . Finance Inform ation
I n f o r m a t i o n  on s t o c k s  and  t h e  c o s t i n g s  on t h e  r a n g e  
o f  goods m an u fa c tu red ,  emerged i n  t h e  i n i t i a l  y e a r s  o f  o p e r a t i o n .  
However, i n f o r m a t i o n  on t h e  cash p o s i t i o n  o f  the  company was o f  
a n  on  g o i n g  i m p o r t a n c e  t o  t h e  d i r e c t o r s .  T h i s  was  e s p e c i a l l y  
i m p o r t a n t  t o  J a m e s  F i n l a y  d i r e c t o r s ,  a s  J a m e s  F i n l a y  w e r e  
c o n s t a n t l y  p r o v i d i n g  w o r k i n g  c a p i t a l  f i n a n c e  and  t h e y  a l s o  
gu a ra n t e e d  c r e d i t  f a c i l i t i e s ,  g r a n t e d  by t h e  banks i n  I n d i a  and 
t h e  Uni ted  Kingdom.
The f i n a n c e  r e p o r t  was e s t a b l i s h e d  from ve ry  e a r l y  on as  a 
r e g u l a r  r e p o r t  s u b m i t t e d  t o  eve ry  d i r e c t o r s ’ m ee t in g  (DM, 1875- 
1879, UGD 91/ 178/ 1). The s t a t e m e n t  m on ito red  the  in d e b te d n e s s  of  
the  company t o  James F i n l a y ,  t o  o t h e r  banks and t o  s h a re h o l d e r s .  
The f o l l o w i n g  I s  an  e x a m p l e  o f  s u c h  a s t a t e m e n t  ( i n  DM, 8 May
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1899, UGD 91/178/5):
Finance  S t a t e m e n t  a t  8 th  May 1899
£ £
Cash Balance  p e r  l a s t  s t a t e m e n t  71,364
D isbursem ents  £7351 B i l l s  R e t i r e d  £28,000 35,351
Less  P roceeds  o f  B i l l s  D iscoun ted  39 ,665
R e m i t ta nc e s  f rom C a l c u t t a  24 ,000
Due t o  James F i n l a y  & Co.,  42,431
Due t o  t h e  Royal Bank 619
B i l l s  C u r ren t  on —  Fred Huth & Co. 5 ,000
Webster  S t e e l  & Co. 18,000
K e l ly  & Co. 14,000
A, L. & Co. 10,000
B a r in g  B ro s .  & Co. 3 ,000
F i n l a y  Muir & Co. 13,000
Royal  Bank 20 ,000






D e p o s i t s  20,636
162,686
C a l c u t t a  a t  DR. w i t h  Bank o f  Bengal  12,430 ê  1/4
C a l c u t t a  a t  DR. w i th  N a t .  Bank o f  I n d i a  14,648
27,078




I n t e r n a l  a c c o u n t i n g  I n f o r m a t i o n  e m e r g e d  a l o n g s i d e  t h e  
e x t e r n a l  a c c o u n t i n g  i n f o r m a t i o n .  For  day t o  day management of  
t h e  company t h e  cash p o s i t i o n  and deb t  a n a l y s i s  were r e l e v a n t  f o r  
t h e  management i n f o r m a t i o n  needs o f  t h e  d i r e c t o r s .
The c o n s t r u c t i o n  o f  t h e  c o s t i n g  s t a t e m e n t s ,  p r o d u c t i o n  and 
s a l e s  f i g u r e s ,  w e r e  u s e d  f o r  e x a m i n i n g  Champdany w i t h i n  t h e  
c o n t e x t  o f  t h e  C a l c u t t a  j u t e  i n d u s t r y .  These s t a t e m e n t s ,  a lo ng  
w i t h  f i n a n c e  s t a t e m e n t s ,  were more r e l e v a n t  f o r  d e c i s i o n  making 
p u r p o s e s  th a n  t h e  i n f o r m a t i o n  c o n ta i n e d  i n  t h e  annual  a c c o u n t s ,  
a l t h o u g h  t h e s e  s t a t e m e n t s  a l s o  emerged as  s u r v e i l l a n c e  d e v ic e s  
and came t o  s e r v e  a  much w i d e r  f u n c t i o n  i n  t h e  o r g a n i s a t i o n .
8 . Management C ontracts
Employment c o n t r a c t s  w i t h  t h e  manager o f  t h e  m i l l s  were 
n e g o t i a t e d  w i t h  a f i x e d  e l e m e n t  and an outcome r e l a t e d  e le m en t  
r i g h t  f ro m  t h e  e a r l i e s t  b e g i n n i n g  o f  t h e  company.  T h i s  i s  
i n t e r e s t i n g ,  n o t  o n l y  f o r  r e w a r d  and  m o t i v a t i o n a l  r e a s o n s ,  b u t  
a l s o  f o r  a c c o u n t i n g  r e a s o n s  and  t h e  e m e r g i n g  c o n s t r u c t i o n  o f  
p r o f i t .
The second c o n t r a c t  w i t h  t h e  m i l l  manager  was from 1 January  
1876.  D u r i n g  t h e  p r e v i o u s  y e a r  t h e  m a n a g e r ,  Mr. L e i g h t o n ,  
e x p re s s e d  t h e  d e s i r e  t h a t  any c o n t r a c t  o f f e r e d  t o  him shou ld  have 
i n c l u d e d  a  " p e r c e n ta g e  o f  p r o f i t s "  component  (DM, 21 A p r i l  1875, 
UGD 9 1 /1 7 8 /4 ) .  Accord in g ly ,  a c o n t r a c t  was n e g o t i a t e d  i n  which 
L e i g h t o n  was  t o  r e c e i v e  tw o  and  a h a l f  p e r  c e n t  on t h e  d i v i d e n d  
p a i d  e a c h  y e a r .  An o u t c o m e  r e l a t e d  com p o n e n t  t o  m a n a g e r s ’ 
c o n t r a c t s  now became a r e g u l a r  f e a t u r e  o f  a l l  f u t u r e  m i l l  
m a n a g e r s ’ c o n t r a c t s .
The b a s i s  on which t h e  commiss ion was c a l c u l a t e d  was r a i s e d
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a s  an  I s s u e  i n  c o n t r a c t  n e g o t i a t i o n s  i n  1883.  Mr. C rabbe ,  t h e  
t h e n  manager,  w r o t e  t o  t h e  d i r e c t o r s  e x p r e s s i n g  d i s a p p o in tm e n t  as 
t o  t h e  amount o f  h i s  commiss ion and su g g e s t e d  t h a t  t h e  commission 
s h o u l d  be c a l c u l a t e d  on t h e  g r o s s  p r o f i t s  a f t e r  d e d u c t i n g  
d e p r e c i a t i o n ,  i n s t e a d  o f  on t h e  d i v i d e n d  p a i d .  The d i r e c t o r s  
w e r e  s t r o n g l y  a g a i n s t  t h e  s u g g e s t i o n  o f  Mr. C rabbe  b e c a u s e  " i t  
w o u l d  p l a c e  t h e  m a n a g e r s  i n  a  b e t t e r  p o s i t i o n  t h a n  t h e  
s h a r e h o l d e r s  t h e m s e l v e s "  (DM, 5 Decem ber  1883 ,  UGD 9 1 / 1 7 8 / 3 ) .  
Th is  view o f  t h e  d i r e c t o r s  d id  no t  change u n t i l  1902.
I t  a p p e a r s  t h a t  i t  was f o r  i d e o l o g i c a l  and s o c i a l  r e a s o n s ,  
on  t h e  one  h a n d ,  and e a s e  o f  c a l c u l a t i o n  on t h e  o t h e r ,  t h a t  t h e  
d i r e c t o r s  h e l d  t h e i r  v i e w .  D i s t r i b u t i o n  s h o u l d  be f i r s t  t o  
s h a r e h o l d e r s ;  l a b o u r  could no t  s h a r e  t h e  r e w a rd s  o f  t h e  company 
i n  q u i t e  t h e  sam e  way. A l s o ,  i t  t o o k  t h e  p r o b l e m a t i c s  o f  
c a l c u l a t i o n  o u t  o f  t h e  m a n a g e r s ’ and  d i r e c t o r s ’ h a n d s ,  and  i n t o  
t h e  w id e r  a r e n a  o f  t h e  s h a r e h o l d e r s  and d i r e c t o r s  a t  t h e  AGM. So 
t h e  commiss ion  b a s e ,  a l t h o u g h  i n d i r e c t l y  l i n k e d  t o  t h e  managers’ 
e f f o r t s ,  was u l t i m a t e l y  no t  under t h e  manager’s  c o n t r o l ,  bu t  was 
t h e  r e s u l t  o f  an agreement  among t h e  s h a r e h o l d e r s  o f  t h e  company.
Mr. C r a b b e ,  i n  1888,  a g a i n  r a i s e d  t h e  i s s u e  o f  t h e  b a s i s  o f  
h i s  c o m m i s s i o n  a nd  s t a t e d  a g a i n  t h a t  i t  s h o u l d  be on p r o f i t s  
a f t e r  a l l o w i n g  f o r  d e p r e c i a t i o n .  The d i r e c t o r s  con t inued  t o  be 
s t r o n g l y  a g a i n s t  s u c h  a p r o p o s a l  (DM, 3 O c t o b e r  1888,  UGD 
9 1 / 178/ 3 ). The d i r e c t o r s  o f f e r e d  t o  i n c r e a s e  t h e  c o m m i s s i o n  
r a t e ,  b u t  C r a b b e ,  a f t e r  much n e g o t i a t i o n ,  r e s i g n e d  f rom  t h e  
company. I n  t h e  l a s t  f o u r  y e a r s ,  p r i o r  to  1888, no d iv idend  had 
b e e n  d e c l a r e d  on t h r e e  o c c a s i o n s  and  o n l y  a f o u r  p e r  c e n t  
d iv id e n d  had been pa id  i n  t h e  o t h e r  y ea r .  U nders tandab ly ,  Crabbe 
was d i s a p p o i n t e d  t h a t  t h e  commission  base was not  changed.
In  1902 th e  Board approved o f  an outcome r e l a t e d  c o n t r a c t ,
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w i t h  t h e  c o m m i s s i o n  b a s e d  on  t h e  p r o f i t s  o f  W e l l i n g t o n  m i l l ,  
w i t h o u t  any d e d u c t i o n  f o r  d e p r e c i a t i o n .  The r e a s o n  g iven  f o r  the  
c h a n g e  was  " s o  t h a t  he  m i g h t  h a v e  a s t r o n g  i n c e n t i v e  t o  do h i s  
b e s t  f o r  t h e  m i l l s  u n d e r  h i s  c h a r g e "  (DM, 3 March 1902,  UGD 
91/ 178/ 5). This  change i n  a t t i t u d e  by th e  d i r e c t o r s  con t inued  i n  
t h e i r  c o n t r a c t  n e g o t i a t i o n s  w i t h  t h e  o v e r a l l  m a n a g e r  o f  t h e  
m i l l s ,  Mr. H a r r i s .  H i s  c o m m i s s i o n  was t o  be c a l c u l a t e d  on 
p r o f i t s  a f t e r  d e d u c t in g  £12,000 f o r  d e p r e c i a t i o n  each ye a r .  The 
d e p r e c i a t i o n  amount was t o  be deduc ted  r e g a r d l e s s  o f  whe ther  such 
a  charge  appeared  i n  t h e  a c co u n t s .
The a c c o u n t i n g  p o l i c y  r e g a r d i n g  t h e  c h a rg in g  o f  r e p a i r s  t o  
p r o f i t s ,  r a t h e r  t h a n  be lo w  t h e  l i n e  t o  t h e  p r o v i s i o n  f o r  
d e p r e c i a t i o n  a c c o u n t ,  was d e c i d e d  by t h e  d i r e c t o r s  a t  t h e  same 
m e e t i n g  a s  t h e  d e c i s i o n  on  H a r r i s ’s  c o m m i s s i o n  b a s e  (DM, 17 
August 1903, UGD 91 /178 /5 ) .
T h i s  a p p r o a c h  t o  t h e  c o m m i s s i o n  b a s e  was  made on t h e  
e x p e c t a t i o n  t h a t  t h e  s h a r e h o l d e r s  would be b e t t e r  o f f .  However, 
t h e  n e g o t i a t i o n  p r o c e d u r e s  o f  t h e  d i s t r i b u t i o n a l  e f f e c t s  o f  
a c c o u n t in g  p o l i c i e s  were b rough t  back t o  an e a r l i e r  s t a g e .  Such 
n e g o t i a t i o n  would now i n i t i a l l y  t a k e  p l a c e  be tween  t h e  managers  
and  t h e  d i r e c t o r s .  A l s o ,  by t h i s  t i m e  (1902)  t h e  p o t e n t i a l  f o r  
c o n t r o v e r s y  o v e r  t h e  d iv id e n d  d e c i s i o n  no l o n g e r  e x i s t e d  because 
o f  t h e  now homogeneous n a t u r e  o f  t h e  s h a r e h o l d e r s .
The t e r m s  o f  t h e  c o n t r a c t  w i t h  t h e  new W e l l i n g t o n  m i l l  
m a n a g e r  i n  1907 ,  w e r e  one and a h a l f  p e r  c e n t  on g r o s s  p r o f i t s  
w i t h  no d e p r e c i a t i o n  d e duc t ion ,  bu t  t h e  r e p a i r s  on b u i l d i n g s  and 
m a c h i n e r y  w e r e  t o  be c h a r g e d  a g a i n s t  p r o f i t s  (DM, 5 F e b r u a r y  
1907, UGD 91/ 178/ 5). In  1908 t h e  c o n t r a c t s  w i th  t h e  managers a t  
both t h e  m i l l s  did  no t  i n c l u d e  a d e p r e c i a t i o n  c lause .
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The n e g o t i a t i o n  o f  management  c o n t r a c t s  may a l s o  have been 
b e h i n d  a c h a n g e  i n  t h e  t r a n s f e r  p r i c i n g  p o l i c y  o f  t h e  company.  
The t w i s t  m i l l  a t  t h e  W e l l i n g t o n  m i l l  complex was r e q u e s t e d  t o  
d i s c o n t i n u e  t h e  p r a c t i c e  o f  s u p p ly i n g  y a rn  t o  the  Champdany m i l l  
a t  a l o w e r  r a t e  t h a n  t h a t  c u r r e n t  i n  t h e  m a r k e t ,  and  t o  a d o p t  
i n s t e a d  r a t e s  which f a i r l y  r e f l e c t e d  t h e  m arke t  p r i c e  a t  the  t im e  
o f  t h e  c o n t r a c t s .  The managers  a t  both t h e  m i l l s  would have had 
an i n t e r e s t  i n  such a p o l i c y  (DM, 25 J u l y  1905, UGD 91/1 78 /5 ) .
D e t a i l s  o f  m a n a g e m e n t  c o n t r a c t s  a r e  t o o  s k e t c h y  a n d  
i n c o m p l e t e  t o  a n a l y s e  o r  com ment  f u r t h e r .  However ,  when t h e  
b a s i s  changed from d iv id e n d s  d e c l a r e d  t o  p r o f i t ,  t h e  concern  f o r  
wha t  made up p r o f i t  became more i m p o r t a n t ,  a l t h o u g h  i t  was under 
t h e  d i r e c t  c o n t r o l  o f  t h e  d i r e c t o r s  i n  n e g o t i a t i o n  w i t h  t h e  
managers  and d id  no t  have t o  be deba ted  i n  t h e  more q u e s t i o n i n g  
a re n a  o f  t h e  AGM ( e . g .  what o c c u r r e d  i n  t h e  I8 8 0 ’ s  and I890 ’ s ) .
D. CONCLUDING COMMENTS
The c a s e  s t u d y  h a s  s o u g h t  t o  g r o u n d  a c c o u n t i n g  i n  i t s  
o r g a n i s a t i o n a l  and w id e r  c o n te x t .  I t  h a s  t r a c e d  t h e  emergence o f  
c e r t a i n  s i g n i f i c a n t  a c c o u n t in g  p r a c t i c e s  which were r e f l e c t i v e  o f  
and a c t i v e l y  c r e a t e d  t h e  o r g a n i s a t i o n a l  e n v i r o n m e n t .  I t  h a s  
shown t h a t  a c c o u n t in g  was c a l l e d  upon t o  s e r v e  a wide v a r i e t y  o f  
d i f f e r e n t  and changing p u rpose s .  Account ing r e p e a t e d l y  changed, 
c o n t i n u a l l y  d i s p l a y i n g  t h e  " tendency  t o  become what  i t  was not"  
(Hopwood. 1983 ,  p .  289) .
The m a n a g e m e n t  a g e n c y  s y s t e m  o f  m a n a g e m e n t ,  t h e  d i s t a n c e  
t h a t  e x i s t e d  be tween  owners  and managers ,  t h e  v o l a t i l e  n a tu r e  o f  
j u t e  p r i c e s ,  t h e  dynamic n a t u r e  of  the  j u t e  i n d u s t r y ,  t h e  a c t i v e  
and a q u e s t i o n i n g  m i n o r i t y  i n t e r e s t ,  have p rov ide d  a r i c h  c on tex t
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I n  which t o  s tu d y  a c c o u n t in g  change.
A c c o u n t i n g  w a s  i n i t i a l l y  s e t  up a s  a r e l a t i v e l y  
u n p r o b le m a t ic  p ro ce d u re  which e na b le d  a d iv id e n d  t o  be d e c l a r e d  
t o  t h e  s h a r e h o l d e r s  o f  t h e  company.  A " p r i v a t e  company" 
a t m o s p h e r e  e x i s t e d  among t h e  s h a r e h o l d e r s  who e n t r u s t e d  t h e  
m a n a g e m e n t  o f  t h e  company t o  J a m e s  F i n l a y  b e c a u s e  o f  t h e i r  
i n v e s t m e n t  i n  the  company and t h e i r  i n t e g r i t y  and r e p u t a t i o n  as  
t h e  d i r e c t o r s / p r o m o t e r s .  During t h i s  p e r i o d  o f  t im e ,  t o  around 
1882 ,  a c c o u n t i n g  p r a c t i c e s  s u c h  a s  d e p r e c i a t i o n ,  c a p i t a l  
e x p e n d i t u r e ,  and exchange a c c o u n t in g ,  were s e t  i n  motion.
The v o l a t i l i t y  o f  t h e  j u t e  m arke t  and t h e  l a c k  o f  promised  
p r o f i t a b i l i t y  p r o v i d e d  s t i m u l i  f o r  a c c o u n t i n g  c h a n g e  i n  t h e  
o r g a n i s a t i o n .  T h i s  m a n i f e s t e d  i t s e l f  i n  t h e  t u n i n g  o f  " c o s t "  
i n f o r m a t i o n  d u r i n g  t h e  f i r s t  f i v e  y e a r s  o f  t h e  company’s 
e x i s t e n c e .  W i th  d e t a i l e d  c o s t i n g s  o f  j u t e  m a n u f a c t u r e s ,  an  
" a c c o u n t i n g  e y e "  moved o v e r  t h e  o r g a n i s a t i o n  w h i c h  e n a b l e d  
s u g g e s t i o n s  t o  be made r e g a r d i n g  p r o d u c t i o n  s t a n d a r d s  f o r  t h e  
m o n i t o r i n g  o f  m an a g e r i a l  pe r fo rm ance ,  s t o c k  c o n t r o l  p r o c e d u r e s ,  
and wage c o n t r o l  p r o c e d u r e s .  Very q u i c k l y ,  i n f o r m a t i o n  r e q u e s t e d  
f o r  d e c i s i o n  making was used f o r  s u r v e i l l a n c e  o f  management and 
c o n t r o l  o f  t h e  p r o d u c t i o n  p r o c e s s .
From v e r y  e a r l y  on, i n f o r m a t i o n  on c o s t s  and s t o c k  l e v e l s ,  
and  m a r k e t  and  c a s h  f l o w  i n f o r m a t i o n  becam e i m p o r t a n t  t o  t h e  
d i r e c t o r s .  I n f o r m a t i o n  on f i n a n c e  and w o r k i n g  c a p i t a l  w e re  
i m p o r t a n t  t o  J a m e s  F i n l a y  b e c a u s e  o f  t h e i r  p r o v i s i o n  o f  l a r g e  
amounts  o f  working  c a p i t a l  f i n a n c e  and the  g u a r a n t e e i n g  o f  o t h e r  
c r e d i t  f a c i l i t i e s .
A c c o u n t i n g  p r a c t i c e s  i n c r e a s i n g l y  be came v i s i b l e  a s  
Champdany’s  poor  pe rfo rmance  c o n t i n u e d .  They p a r t i c u l a r l y  came 
i n t o  focus  because o f  t h e  o r g a n i s a t i o n a l  and ownersh ip  s t r u c t u r e
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o f  t h e  company. The managing agency i n t e r e s t  o f  James F in la y  was 
a s  i m p o r t a n t ,  i f  n o t  m ore  i m p o r t a n t ,  t h a n  t h e i r  i n t e r e s t s  a s  
s h a r e h o l d e r s .  The t e n s i o n  and  c o n f l i c t  t h a t  t h i s  b r o u g h t  w i t h  
t h e  non-James F i n l a y  s h a r e h o l d e r s  i n t e n s i f i e d  from 1882 onwards.
D e p r e c i a t i o n  and t r e a t m e n t  o f  l o n g - t e r m  a s s e t s  was t h e  f i r s t  
a c c o u n t in g  p r a c t i c e  t o  be q u e s t i o n e d  and s c r u t i n i s e d .  The James 
F i n l a y  d i r e c t o r s  i n c r e a s e d  t h e  r a t e s  o f  d e p r e c i a t i o n  based on an 
i n v e s t i g a t i o n  o f  t h e  a u d i t o r  a s  t o  t h e  " c o r r e c t  r a t e "  t o  app ly  to  
Champdany,  g i v e n  t h e  h o u r s  t h e  m a c h i n e s  w e r e  w ork e d  and t h e  
c l i m a t i c  c o n d i t i o n s  i n  w h i c h  t h e y  w e r e  o p e r a t e d .  T h i s  
t e c h n i c a l l y  i d e a l  r a t e  was n e v e r  a t t a i n e d  i n  t h e  I 8 8 0 ’s and 
1890’s.  Another  r e a s o n  g iven  was t h a t  the  r a t e s  o f  d e p r e c i a t i o n  
w e r e  t o  m ore  n e a r l y  r e f l e c t  t h e  t r u e  v a l u e  o f  t h e  company’s 
a s s e t s .  T h i s  a l s o  was  one o f  t h e  r e a s o n s  p u t  f o r w a r d  by t h e  
J a m e s  F i n l a y  d i r e c t o r s  t o  s u p p o r t  t h e i r  e x c h a n g e  a c c o u n t i n g  
t r e a t m e n t  i n  1893 and 1894.
The a c c o u n t in g  p r a c t i c e s  d e f i n e d  and sharpened  th e  c o n f l i c t  
be tween  t h e  s h a r e h o l d e r s .  O r i g i n a l l y  they  were advanced as  be ing  
t h e  b e s t  t e c h n i c a l  way o f  a c c o u n t i n g  w h i c h  ha d  t h e  a u d i t o r ’s 
a p p ro v a l .  Now, however ,  t h e  a c c o u n t in g  p r a c t i c e s  came t o  be seen  
a s  t e c h n i q u e s  w i t h  d i s t r i b u t i o n a l  c o n s e q u e n c e s ,  r e f l e c t i n g  
and s h a p in g  power s t r u c t u r e s  i n  t h e  o r g a n i s a t i o n .
T h e s e  c o n f l i c t s  s h a t t e r e d  t h e  " p r i v a t e  company" t y p e  
a t m o s p h e r e  w h i c h  e x i s t e d  i n  t h e  o r g a n i s a t i o n .  The t r u s t  and 
i n t e g r i t y  p l a c e d  i n  m ana ge m e n t  was  d i s m a n t l e d  and t h e  a n n u a l  
a c c o u n t s  w e r e  f o r c e d  t o  go p u b l i c .  A f t e r  t h e  c o n f l i c t s  o f  t h e  
1880’s  and 1890’s over  t h e  annual  a c coun t s ,  a c e r t a i n  t r a n q u i l i t y  
s e t t l e d  on th em .  The " p r i v a t e  company"  a t m o s p h e r e  became e ven  
s t r o n g e r .  The a n n u a l  a c c o u n t s  a l m o s t  had t h e  r a t i o n a l e  o f  t h e
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owners  r e p o r t i n g  t o  t h em s e lv e s .
H ow ever ,  t h e  a n n u a l  a c c o u n t s  t h e n  came t o  be s e e n  a s  
d e f i n i n g  d i s t r i b u t i o n a l  c l a u s e s  i n  management  c o n t r a c t s .  Other 
a c c o u n t in g  p r a c t i c e s ,  f o r  example t h e  i s s u e  o f  t h e  expensing  of  
r e p a i r s  and o f  t r a n s f e r  p r i c i n g  between  m i l l s ,  emerged ou t  o f  the  
owners  n e g o t i a t i n g  w i th  t h e  m i l l  managers .  The n e g o t i a t i o n  of  
a c c o u n t in g  p r a c t i c e s  was p u s h e d  f u r t h e r  down t h e  o r g a n i s a t i o n ,  
a l t h o u g h  t h e  power p o s i t i o n  o f  t h e  d i r e c t o r s  i n  t h e  n e g o t i a t i o n  
p r o c e s s  was l e s s  l i k e l y  and  l e s s  a b l e  t o  be c h a l l e n g e d .  The 
d e p r e c i a t i o n  p r a c t i c e s  i n  t h e  1910’s d id  no t  r e l a t e  i n  any way to  
s u c h  a b s t r a c t  n o t i o n s  o f  t r u e  v a l u e  and  i n  f a c t ,  t h e  d i r e c t o r s  
w r o t e  t h e  a s s e t s  down way b e lo w  any n o t i o n  o f  m a r k e t  v a l u e  o r  
t h e i r  h i s t o r i c a l  c o s t .  When t h e  t a x a t i o n  a u t h o r i t i e s  i n  1919 
s t a t e d  t h a t  t h e  amount o f  f i x e d  a s s e t s  i n  " p r i n t e d "  a c coun t s  was 
t o  be t h e  b a s i s  f o r  d e p r e c i a t i o n  c h a rg e s ,  t h e  f i x e d  a s s e t  amounts 
were a c c o r d in g l y  i n c r e a s e d .
I n f o r m a t i o n  used  f o r  d e c i s i o n  m ak in g  p u r p o s e s  w e r e  t h e  
r e g u l a r  f i n a n c e  s t a t e m e n t s ,  p r o d u c t i o n  and s a l e s  s t a t e m e n t s  and 
m arke t  i n f o r m a t i o n .  The buy ing and s e l l i n g  o f  j u t e  and working 
c a p i t a l  f i n a n c e  d e c i s i o n s  were c r i t i c a l  f o r  Champdany. I n t e r n a l  
c o s t  i n f o r m a t i o n  was  a l s o  u s e d  f o r  c o n t r o l  o v e r  t h e  p r o d u c t i o n  
p r o c e s s .  The i n f o r m a t i o n  f l o w s  f o r  d e c i s i o n  m a k i n g  e m e r g e d  
a l o n g s i d e  t h e  e m e r g e n c e  o f  a c c o u n t i n g  p r a c t i c e s  a f f e c t i n g  t h e  
d i s t r i b u t i o n  o f  p r o f i t .
The q u e s t i o n  o f  " w h a t  was  a c c o u n t e d  f o r ? "  was  l i n k e d  i n t o  
p r i v a t e  p r o p e r t y  c o n c e p t s  o f  c a p i t a l i s m  and t h e  a t t i t u d e s  
n u r t u r e d  by i m p e r i a l i s m .  When a c c o u n t in g  i n t e r s e c t e d  w i t h  s o c i a l  
a t t i t u d e s ,  the  s o c i a l  a t t i t u d e s  m o d i f i e d  and checked accoun t ing.  
For example,  t h e  i d e a  o f  management no t  s h a r i n g  i n  p r o f i t s  u n t i l  
1902 was i d e o l o g i c a l l y  d e te rm in e d ;  and th e  c o s t  s a v in g s  gained by
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p r om ot ing  I n d ia n s  t o  r e s p o n s i b l e  p o s i t i o n s  i n  p l a c e  o f  t h e  more 
e x p e n s i v e  E u r o p e a n  s t a f f  i n  t h e  o r g a n i s a t i o n ,  a l t h o u g h  
e c o n o m i c a l l y  s o u n d ,  was u n a c c e p t a b l e  due t o  i m p e r i a l i s t i c a l l y  
c r e a t e d  a t t i t u d e s  o f  d i s t r u s t .
A c c o u n t i n g  e m e r g e d  i n  Champdany f o r  many r e a s o n s .  The 
l e g i s l a t i v e  framework o f  t h e  Companies Acts  had a m in imal  im pac t .  
Although annual  accoun t s  were  p re p a re d  i n i t i a l l y ,  t h e y  were not 
p u b l i s h e d  o r  p e r h a p s  e v e n  e x a m i n e d  by s h a r e h o l d e r s ,  f o r  any  
s t e w a r d s h i p  r e a s o n s .  R e c e i p t  o f  a r e g u l a r  d i v i d e n d  was a good 
e n o u ^  check o f  a c c o u n t a b i l i t y .  However, l a c k  o f  p r o f i t a b i l i t y  
f o c u s s e d  a t t e n t i o n  o n  t h e  a c c o u n t i n g  p r a c t i c e s .  A n n u a l  
a c c o u n t in g  s t a t e m e n t s  emerged i n  Champdany f o r  d i s t r i b u t i o n a l ,  
f i s c a l  and  e m p l o y e e  c o n t r a c t i n g  r e a s o n s .  I n f o r m a t i o n  f o r  
d e c i s i o n  making was i n i t i a l l y  d e v e l o p e d  t h r o u g h  t h e  c o s t i n g  o f  
j u t e  m a n u f a c t u r e s ;  h o w e v e r ,  t h e s e  w e r e  s o o n  used  f o r  o t h e r  
p u r p o s e s  s u c h  a s  c o n t r o l  o f  l a b o u r  and t h e  p r o d u c t i o n  p r o c e s s  
g e n e r a l l y .
Th is  ca se  s tudy  has  a t t e m p t e d  t o  e x p l o r e  t h e  c o n d i t i o n s  and 
consequences  o f  t h e  p r o d u c t i o n  and use o f  a c c o u n t in g  i n f o r m a t i o n .  
Account ing p r a c t i c e s  which were  J u s t i f i e d  a s  n e u t r a l ,  t e c h n i c a l l y  
sound  p r a c t i c e s ,  w e r e  c h a l l e n g e d ,  d e b a t e d  and  r e c o g n i s e d  a s  
r e p r e s e n t i n g  d i f f e r i n g  i n t e r e s t s  i n  t h e  o r g a n i s a t i o n .  Account ing 
e m e r g e d  i n  Champdany J u t e  Company i n  t h e  m i d s t  o f  c o n f l i c t ,  
f a i l u r e ,  and  t e n s i o n  a s  a  s o c i a l  t e c h n o l o g y ,  e m b r a c i n g  many 




1. See Tomlinson (1981) f o r  d e t a i l e d  d i s c u s s i o n  on t h i s  p o i n t .
2 ,  Se e  B r o w n ( 1 9 8 5 , Ch.3) f o r  d e t a i l s  on  t h e  r e l a t i o n s h i p  
th rough  t h e  n i n e t e e n t h  c e n tu ry  o f  t h e  B r i t i s h  t o  t h e  
I n d i a n s .
3* T o m l i n s o n  s t a t e s  t h a t  e x p a t r i a t e  f i r m s  c o n t r o l l e d  b o t h  t h e  
m a r k e t i n g  and  p r o d u c t i o n  o f  j u t e .  A l s o  t h e  I n d i a n  J u t e  
M i l l s  A s s o c i a t i o n  was power fu l  i n  i t s  a b i l i t y  t o  c o n t r o l  
t h e  j u t e  i n d u s t r y  t o  i t s  members’ c o l l e c t i v e  advan tage  
(1981,  p .  4 67 ) .
4 .  I n  t h e  1920’s  e x p o r t s  o f  raw and m anufac tu red  j u t e  r e p r e ­
s e n t e d  abou t  25% o f  I n d i a ’ s  t o t a l  m erchand ise  e x p o r t s
(Toml inson,  1981, p .  4 6 8 ) .  Bagchi  s u g g e s t s  t h a t  p a r t  o f  
t h e  e x p l a n a t i o n  f o r  such dominance l i e s  i n  t h e  f a c t  t h a t  
j u t e  was p r e - e m i n e n t l y  an e x p o r t  commodity both i n  i t s  
raw and m anufac tu red  s t a t e .  "The marke t  f o r  j u t e  manu­
f a c t u r e s  had t o  be sought  ou t  and t h i s  s e a rc h  could be 
made on ly  by businessmen who had an  i n t i m a t e  c o n t a c t  
w i t h  t h e  e x p o r t  t r a d e "  (Bagchi ,  1972, p .  263 ) .
5.  Bagchi  n o t e s  t h a t  "an i n t e r e s t i n g  p a r t  o f  t h e  agreement  was
t h a t  m i l l s  o r  t h e i r  managements ag re e d  no t  t o  expand t h e i r
p r o d u c t i o n  c a p a c i t y  i n  any way d u r i n g  t h e  v a l i d i t y  o f  t h e  
agreement  e xc ep t  when s p e c i f i c  p e r m i s s i o n  was g iven .  Th is  
was* t h u s ,  an a t t e m p t  a t  c o n t r o l l i n g  no t  on ly  p r o d u c t i o n  bu t  
a l s o  i n v es tm e n t  i n  an expand ing m arke t"  (1972, p. 2 7 0 ) .
6.  I n  1918 and  1 9 1 9 , two  " b a b u s "  w e r e  g i v e n  p e n s i o n s  f o r  l o n g  
s e r v i c e  t o  t h e  company (UGD 91 /178 /6 ) .
7.  "The Com pan ie s  A c t ,  1862" ( 2 5 t h  and  2 6 t h  V i e t . ,  Cap. 89 ) ;
"The C om pan ie s  A c t ,  1 867" ( 3 0 t h  and  3 1 s t  V i e t . ,  Cap. 131) .
8. See 1862 Act,  S e c t i o n  15.
9 .  A r t i c l e s  64 and 65.
A r t i c l e  64:  "The D i r e c t o r s  s h a l l  cause a l l  n e c e s s a ry  and
p r o p e r  books t o  be p rov ided  f o r  t h e  use o f  t h e  Company, and 
t o  be k e p t  i n  such form as  t o  them s h a l l  seem most  s u i t a b l e  
f o r  p r e s e r v i n g  an a c c u r a t e  and e x p l i c i t  s t a t e  o f  t h e  a f f a i r s  
o f  t h e  Company; bu t  no S h a r e h o l d e r ,  no t  be ing  a D i r e c t o r  or  
A ud i to r  o f  t h e  Company, s h a l l  be e n t i t l e d  t o  i n s p e c t  o r
t o  have i n  e q u i t y  a d i s c o v e r y  o f  t h e  books, a c co u n t s ,  docu­
m ents ,  o r  w r i t i n g s  o f  t h e  Company, exc ep t  such as  may 
be produced f o r  i n s p e c t i o n  a t  any m ee t in g  o f  the  Company, 
and e x c ep t  a l s o  t h e  A r t i c l e s  o f  A s s o c i a t i o n  o f  the  Company; 
and th e  p r i n c i p a l  books and documents o f  the  Company s h a l l  
be p r e s e r v e d  a t  t h e  R e g i s t e r e d  O f f i c e  o f  the  Company."
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A r t i c l e  65:  "The books o f  t h e  Company s h a l l  be b rough t
t o  a b a la n c e  as  a t  t h e  30 th  day o f  A p r i l  i n  each y e a r ,  the  
f i r s t  b a la nc e  b e in g  made as  a t  t h e  30th day o f  A p r i l ,
1874; and t h e  D i r e c t o r s  s h a l l ,  no t  l a t e r  than  t h e  f i r s t  
Tuesday o f  J u l y  t h e r e a f t e r ,  l a y  b e f o r e  a General  Meet ing 
o f  t h e  Company a b a la nc e  s h e e t ,  which s h a l l  show t h e  i n ­
come and e x p e n d i t u r e ,  and s h a l l  c o n t a i n  a summary o f  t h e  
p r o p e r t y  and l i a b i l i t i e s  o f  t h e  Company made up f o r  the  
p e r i o d  embraced by t h e  b a l a n c e .  I n  c a se s  where any 
i te m  o f  e x p e n d i t u r e  which may i n  f a i r n e s s  be d i s t r i b u t e d  
ove r  s e v e r a l  y e a r s  has  been i n c u r r e d  i n  any one y e a r ,  the  
amount o f  each i t e m  may be so d i s t r i b u t e d "  (AA, UGD 
9 1 /1 7 5 ) .
10.  No ment ion i s  made o f  t h e  a u d i t o r ' s  q u a l i f i c a t i o n s .  Not 
u n t i l  t h e  Companies Act 1948 was i t  s p e c i f i e d  t h a t  t h e  
a u d i t o r  o f  a  company had t o  be a member o f  a body of  
p r o f e s s i o n a l  a c c o u n t a n t s .
11. The r a t e  had f a l l e n  from 1 /9d .  i n  1874 t o  1 /4d .  i n  1893 
( s e e  Table  7 ) .
12. I t  was on ly  e i g h t  y e a r s  t h a t  no a c c o u n t s  were p r i n t e d .
13. James F in la y  and F i n l a y  Muir were d i f f e r e n t  p a r t n e r s h i p s  
( b u t  e s s e n t i a l l y  had t h e  one owner John Muir) up t o  
1909, when F i n l a y  Muir became a branch o f  James F i n l a y
& Co.,  L t d . , a p r i v a t e  company.
14. E i t h e r  t h i s  was j u s t  a  ploy  t o  ho ld  back more funds from 
d i s t r i b u t i o n ,  o r  d e p r e c i a t i o n  was unders tood  as  a  q u a s i ­
fund ,  which s hou ld  have t h e  b e n e f i t  o f  i n t e r e s t .
15 . According t o  de Cecco, t h e  E a s t  I n d i a  Company fo rc e d  
s i l v e r  ru p ee s  i n t o  c i r c u l a t i o n  i n  S ou the rn  I n d i a ,  d i s ­
p l a c i n g  t h e  " go lde n  pagodas" o f  t h e  Madras P r e s id e n c y .
He s t a t e s :  "This  p o l i c y  had a  c l e a r  aim: t o  e x t r a c t  gold 
from c i r c u l a t i o n  a t  a t im e  when gold  p r o d u c t i o n  was 
s t a t i o n a r y  and demand, e s p e c i a l l y  because  o f  t h e  r e ­
sumpt ion o f  cash payments by t h e  Bank o f  England,  was 
r u n n in g  h igh"  (de Cecco, 1894, p .  6 3 ) .
16. The going  concern  concep t  was used by Dicksee i n  h i s
book on a u d i t i n g ,  when d i s c u s s i n g  a s s e t  v a l u a t i o n  (Dicksee ,
1907, pp.  197- 201 .
17. S loan  s t a t e d :  " I  have t o  recommend (1)  t h a t  i n  f u t u r e  a l l  
Rupee t r a n s a c t i o n s  be p o s t e d  t o  t h e  Ledger i n  an i n n e r  
column i n  Rupees, t h e  S t e r l i n g  t r a n s a c t i o n s  ( i f
any,  i n  t h e s e  a c c o u n t s )  be ing  po s te d  t o  the  o u t e r  column; 
and (2)  t h a t  a t  t h e  end o f  t h e  y e a r  the  sum o f  t h e  
Rupee t r a n s a c t i o n s  a p p e a r in g  i n  t h e  i n n e r  column be 
exchanged i n t o  S t e r l i n g  a t  t h e  r a t e  o f  exchange c u r r e n t  
a t  t h e  d a t e  o f  t h e  Balance and t h e  S t e r l i n g  amount c a r r i e d  
i n t o  t h e  o u t e r  column.
In  o r d e r  t o  c a r r y  ou t  t h e  above p r i n c i p l e  f o r  the  yea r  
ended 30th A p r i l  l a s t  i t  w i l l  be n e c e s s a ry  t h a t  t h e  Rupee 
t r a n s a c t i o n s  which have been a l r e a d y  exchanged i n  d e t a i l  
i n  t h e  Books ê 1 s . / 4 d .  be now exchanged a t  the  r a t e  c u r r e n t
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on 30 th  A pr i l  v i z :  I s . / I  3 / l 6 d .
I t  w i l l  a l s o  be n e c e s s a r y  t o  r e d u c e  t h e  b a l a n c e s  as  a t  
30 th  A p r i l  1894 on a l l  t h e  Accounts  k e p t  i n  Rupees i n  
C a l c u t t a  such as  F i n l a y  Muir  & C o . ' s  a / c .  C a l c u t t a  De­
p o s i t  a / c s ,  f rom 1 s . / 4 d .  -  t h e  r a t e  a t  which th e y  
were exchanged a t  t h a t  d a t e  -  t o  I s . / I  3 / l 6 d . ,  so  as 
t o  b r i n g  them i n t o  harmony w i th  t h e  o t h e r  Rupee ac co u n t s "  
(Corre spondence ,  3 J u l y  1895, UGD 91 /175 ,  emphasis i n  t h e  
o r i g i n a l ) .
18.  Jfatmav and o t h e r s  v .  Muir and o t h e r s . 1898, No. 51, 306-315,
19. The d e fense  a rgued  t h a t  t h e  case  was n o t  r e l e v a n t ,  a s  James 
F i n l a y  and F i n l a y  Muir were s e p a r a t e  f i r m s .  They a l s o  
a rgued t h a t  a s  t h e  p u r s u e r s  were m i n o r i t y  s h a r e h o l d e r s ,  
t hey  had no t i t l e .
20 .  (1896)  2 Ch. 279.
21 .  (1889)  41 Ch. D.1.
22 .  S loa n  se rve d  an  a p p r e n t i c e s h i p  o f  f o u r  y e a r s  w i th  M i t c h e l l  
and Watson, C .A . , and rem ained w i t h  them a f u r t h e r  y e a r  
b e f o r e  j o i n i n g  J .  W yl l ie  G u i ld ,  C .A . , f o r  two y e a r s .  A 
y e a r  a f t e r  h i s  adm is s ion  t o  t h e  Glasgow I n s t i t u t e ,  he
s e t  up h i s  own f i r m  ( S t e w a r t ,  1977, p .  151) .
2 3 . Lee ( 1970) a rg u e s  t h a t  t h i s  was t h e  pr ime r e a s o n  f o r  t h e  






To r e c a p i t u l a t e ,  t h e  a im  o f  t h i s  t h e s i s  was  t o  e x a m i n e  t h e  
emergence  and deve lopm ent  o f  a c c o u n t in g  i n  two S c o t t i s h  companies  
between 1870 and 1920.
T h i s  h a s  b e e n  done  by s i t u a t i n g  a c c o u n t i n g ,  a s  i t  was 
p r a c t i c e d ,  i n  i t s  i m m e d i a t e  o r g a n i s a t i o n a l  and  w i d e r  s o c i a l  
c o n te x t s .  I n  t a k i n g  a c o n t e x t u a l  approach ,  a c c o u n t in g  i s  s e en  t o  
h a v e  m e a n i n g  w i t h i n  t h e  c o n t e x t  i n  w h i c h  i t  was p r o d u c e d  and  
used. Account ing ,  t h e r e f o r e ,  has  been viewed as  a p r o b l e m a t i c ,  
i n t e r e s t e d  a c t i v i t y  i n  i t s e l f  and n o t  j u s t  a t e c h n i c a l  phenomenon 
p e r  s e  o r  even a  t e c h n i c a l  phenomenon w i th  s o c i a l  and p o l i t i c a l  
c o n s e q u e n c e s .  T h i s  c r i t i c a l  p e r s p e c t i v e  h a s  e n a b l e d  some 
i n t e r e s t i n g  and i n s i g h t f u l  u n d e r s t a n d i n g s  t o  e m e r g e  on  how 
a c c o u n t in g  o p e r a t e d  i n  t h e  two companies  s t u d i e d .
E m p h a s i s  h a s  b e e n  g i v e n  t o  t h e  p r o c e s s e s  o f  c h a n g e  i n  t h e  
b e l i e f  t h a t  whv a c c o u n t in g  change o c c u r r e d  i s  i n e x t r i c a b l y  t i e d  
up w i t h  how a c c o u n t i n g  c h a n g e  h a s  o c c u r r e d .  Due c o n s i d e r a t i o n  
h a s  b e e n  g i v e n  t o  human a g e n c y  a s  w e l l  a s  o r g a n i s a t i o n a l  and  
s o c i e t a l  s t r u c t u r e s .
The c a s e  s t u d y  r e s e a r c h  s t r a t e g y  h a s  been  used  t o  e x p l o r e  
the  c o m p l ic a t ed  r e l a t i o n s h i p  o f  a c c o u n t in g  and i t s  con te x t .  This  
was c o n s i d e r e d  t h e  b e s t  m e th o d  f o r  t h e  i n d u c t i v e ,  i n - d e p t h ,  
d e s c r i p t i v e  n a t u r e  o f  t h e  r e s e a r c h .  Such an  a p p r o a c h  i s  a more 
f r a g m e n t e d  and m o d e s t  e n d e a v o r  t h a n  a more  t o t a l i s i n g ,  a l l -
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e n c o m p a s s in g ,  g e n e r a l  h i s t o r y  o f  a c c o u n t i n g .  The e x p l o r a t o r y  
n a tu r e  o f  th e  r e s e a rc h  h as  so u g h t  to  em phas ise  a  s u b t l e ,  complex 
and nuanced h i s t o r y  o f  a c c o u n t i n g  d e v e lo p m e n t .  A c c o u n t in g  h a s  
b e e n  s h o w n  t o  h a v e  e x i s t e n c e  a n d  i m p l i c a t i o n s  i n  s m a l l  
i n t e r v e n t i o n s ,  p e t t y  d e c i s i o n s ,  and ephem eral  and more lo n g  term  
c o n f r o n t a t i o n s ,  j u s t  a s  much a s  i n  s a l i e n t  e v e n ts  such as  m ajor  
company p o l i c y  d e c i s io n s ,  l e g i s l a t i v e  r e q u i r e m e n ts ,  o r  a d e s i r e  
f o r  " o b j e c t i v e "  n e u t r a l  a c c o u n t in g  te c h n iq u e s .
B. HISTORICAL RESEARŒ TX ACCOUNTING
The view  ta k e n  i n  a  l o t  o f  p r i o r  a c c o u n t in g  h i s t o r y  r e s e a rc h  
i s  t h a t  a c c o u n t i n g  i s  v i e w e d  a s  a  s o p h i s t i c a t e d ,  t e c h n i c a l ,  
s e r v i c e  f u n c t i o n  t h a t  r e s p o n d s  o r  a d a p t s  t o  t h e  n e e d s  o f  t h e  
em erg ing  b u s in e s s  o r g a n i s a t i o n  so as  t o  f a c i l i t a t e  o r g a n i s a t i o n a l  
a c t i o n .  Such  h i s t o r i e s ,  u s u a l l y  i m p l i c i t l y ,  p o s i t  a v ie w  o f  
h i s t o r y  w h ic h  i s  a n  a d a p t a t i v e ,  p r o g r e s s i v e  o ne . Under su c h  a 
v ie w  t h e  p a s t  i s  c o n s i d e r e d  t o  m arch  p u r p o s i v e l y  t o w a r d s  t h e  
p r e s e n t .  Such an  i n t e r p r e t a t i o n  i s  a W h ig g is h  v ie w  o f  h i s t o r y  
where th e  p a s t  i s  used t o  l e g i t i m a t e  th e  p r e s e n t  and th e  p r e s e n t  
i s  used a s  a  benchmark t o  judge  th e  p a s t .  C onsequently , on ly  th e  
m o s t  a d a p t i v e  o r  p r o t o t y p i c a l  a c c o u n t i n g  t e c h n i q u e s  a r e  
re m e m b e re d  i n  t r a d i t i o n a l  h i s t o r i e s .  M a l a d a p t i v e  o r  " f a i l e d "  
a c c o u n t i n g  t e c h n i q u e s  a r e  p e r h a p s  i n t e r e s t i n g  f o r  a n t i q u a r i a n  
re a s o n s  b u t  e s s e n t i a l l y  th e y  do no t  e n t e r  th e  h i s t o r i c a l  fram e o f  
r e f e r e n c e .
J o h n s o n  ( f o r t h c o m i n g )  h a s  i d e n t i f i e d  a L i t t l e t o n  schoo l o f  
c o s t  a c c o u n t i n g  h i s t o r y  a s  an  e x a m p le  o f  t h i s  a p p ro a c h  t o  
h i s t o r y .  I t  i n t e r p r e t s  t h e  h i s t o r y  o f  c o s t  a c c o u n t i n g  a s  one 
w h ic h  came a b o u t  due t o  t h e  d e s i r e  t o  p ro d u c e  m e a n in g f u l
3 80
f i n a n c i a l  s t a t e m e n t s  r e f l e c t i n g  a "m ore  c o r r e c t "  in co m e  f i g u r e  
r a t h e r  t h a n  any  c o n t r o l  o r  d e c i s i o n  m ak in g  n eed  o f  m anagem en t.  
C os t  a c c o u n t i n g  h i s t o r y  i s ,  t h e r e f o r e ,  i n t e r p r e t e d  i n  t e r m s  o f  
f i n a n c i a l  a c c o u n t in g  h i s t o r y .
L i s t e r  (1984) a l s o  h a s  a d o p te d  a W h ig g is h  v ie w  o f  h i s t o r y .  
He, i n  f a c t ,  s u g g e s t s  t h a t  a c c o u n t in g  h i s t o r y  i s  no t  w o r th w h ile  
because  a l l  p a s t  a c c o u n t in g  h as  no t l i v e d  up to  what he b e l i e v e s  
i s  a c c o u n t in g 's  e s s e n t i a l  r o l e  -  t h a t  o f  p r o v i d i n g  i n f o r m a t i o n  
f o r  d e c i s i o n  making.
T he  new a w a r e n e s s  o f  t h e  o r g a n i s a t i o n a l  c o n t e x t  o f  
a c c o u n t in g  has  been e x e m p l i f ie d  i n  th e  h i s t o r i c a l  case  s t u d i e s  o f  
J o h n s o n  (1 9 7 2 ,  1975 , 1978). H is  r e s e a r c h  h a s  been  i n f o r m e d  by 
b u s i n e s s  h i s t o r y ,  o r g a n i s a t i o n a l  t h e o r y  and  t r a n s a c t i o n  c o s t  
t h e o r y .  H is  w ork  v i e w s  a c c o u n t i n g  a s  r e s p o n d i n g  and  e n h a n c in g  
o r g a n i s a t i o n a l  s t r u c t u r e s  and i n i t i a t i v e s .  Johnson 's  e x p la n a t io n  
f o r  a c c o u n t i n g  t e n d s  t o  be l a r g e l y  e c o n o m ic  i n  t h a t  i t  r e l i e s  
h e a v i ly  on m a r k e t - h ie r a r c h y  i n t e r n a l i s a t i o n  th eo ry .
The c o n t r i b u t i o n  o f  J o h n s o n ' s  w ork  i s  fo u n d  i n  a l e r t i n g  
a c c o u n t in g  h i s t o r i a n s  t o  a c c o u n t in g 's  o r g a n i s a t i o n a l  c o n te x t  and 
t o  t h e  r o l e  o f  a c c o u n t i n g  i n  p l a n n i n g ,  c o n t r o l  and m o t i v a t i o n .  
O ther r e c e n t  work i n  a c c o u n t in g  h i s t o r y  h a s  ta k e n  a more c r i t i c a l  
p e r s p e c t i v e  and h a s  e x p l o r e d  t h e  b r o a d e r  s o c i a l  c o n t e x t  o f  
a c c o u n t i n g  r a t h e r  t h a n  j u s t  t h e  a c c o u n t i n g - o r g a n i s a t i o n  
r e l a t i o n s h i p  o r  a  t o t a l l y  a c c o u n t in g - c e n t r e d  s i t u a t i o n .
T h ese  h i s t o r i e s  h a v e  b e e n  i n f o r m e d  by d i f f e r i n g  s o c i a l  
t h e o r i s t s  su c h  a s  F o u c a u l t  and  M a r x i s t  t h o u g h t .  Some o f  t h e s e  
h i s t o r i e s  have worked w i t h in  c e r t a i n  v iew s  o f  h i s t o r y  t h a t  have 
been j u s t  a s  d e t e r m i n i s t i c  as  some o f  th e  t r a d i t i o n a l  h i s t o r i e s  
o f  a c c o u n t i n g .  Fo r  e x a m p le ,  t h e  M a r x i s t  h i s t o r y  o f  a c c o u n t i n g
381
h a s  t e n d e d  t o  f o c u s  on  a c c o u n t i n g  b e i n g  u se d  i n  t h e  s e r v i c e  o f  
c a p i t a l  i n  o r d e r  to  e x t r a c t  s u r p lu s  v a lu e  and c o n t r o l  th e  la b o u r  
p r o c e s s .
F o u c a u lt  has  a l s o  p ro v id ed  a s e t  o f  co n c ep tu a l  l e n s e s  which 
has  in fo rm e d  some o f  t h i s  r e c e n t  h i s t o r i c a l  work. F o u cau lt  has  
p ro v id e d  them es o f  a n a ly s i s  s tem m ing from h i s  concep t  o f  power- 
k n o w le d g e  r e l a t i o n s .  I n  p a r t i c u l a r ,  a c c o u n t i n g  i s  v ie w e d  a s  a 
d i s c i p l i n a r y  power which o p e r a t e s  a s  a s u r v e i l l a n c e  d e v ic e  over  
p ro d u c t io n  i n  t h e  w orkp lace  (Hoskin  and Macve, 1986; L o f t ,  1986). 
O ther  work has  used F o u c a u l t 's  method o f  do ing  h i s t o r y  (B u rc h e l l  
e t  a l . ,  1 9 8 5 ) .  H is  g e n e a l o g i c a l  a p p r o a c h  e m p h a s i s e s  
d i s c o n t i n u i t y  i n  h i s t o r y  w h ic h  h a s  b e e n  u se d  a s  an  a n t i d o t e  
a g a in s t  t e l e o l o g i c a l ,  p r o g r e s s iv e  h i s t o r i e s .
The h i s t o r y  o f  a c c o u n t i n g  p r e s e n t e d  i n  t h i s  t h e s i s  h a s  
s o u g h t  t o  be c o n t e x t u a l  i n  b o th  an  o r g a n i s a t i o n a l  s e n s e  and a 
w i d e r  s o c i a l  s e n s e .  I t  h a s  s o u g h t  t o  u t i l i s e  t h e  i n s i g h t s  o f  
b o th  o r g a n i s a t i o n a l l y - b a s e d  w ork  and  t h e  m ore c r i t i c a l  w ork . 
Such  an a p p r o a c h  h a s  b een  u se d  i n  o r d e r  t o  e n r i c h  and d e e p e n  
t r a d i t i o n a l  a c c o u n t in g  h i s t o r i e s  ( s e e  C hapter Two).
The v ie w  o f  h i s t o r y  t a k e n  i n  t h i s  t h e s i s  w as  t h a t  t h e r e  i s  
no p re - d e te r m in e d  p a th  o f  a c c o u n t in g  developm ent where a c c o u n t in g  
s i m p l y  p r o g r e s s e d  f rom  one s t a g e  o f  d e v e lo p m e n t  t o  a n o t h e r .  
R a t h e r ,  a c c o u n t i n g  d e v e lo p m e n t  was s e e n  m ore a s  a c o m p le x ,  
l u r c h i n g  p r o c e s s  w h ic h  i s  i n  t h e  p r o c e s s  o f  b e c o m in g  (A bram s, 
1982; Hopwood, 1983, fo r th c o m in g ) .  In  a d d i t i o n ,  a c c o u n t in g  was 
view ed i n  a s c e p t i c a l ,  q u e s t i o n in g  manner and th e  c o n s t i t u t i v e ,  
a s  w e l l  as  th e  e n a b l in g  r o l e  o f  a c c o u n t in g ,  was r e c o g n is e d .
The h i s t o r i c a l  case  s t u d i e s  have a t te m p te d  to  h i g h l i g h t  the  
i n t e r p l a y  o f  i n d i v i d u a l s ,  o r g a n i s a t i o n s ,  i n s t i t u t i o n s ,  i s s u e s  and 
p r o c e s s e s  i n  w h ich  a c c o u n t i n g  h a s  b een  i m p l i c a t e d .  Each c a s e
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s tu d y  h a s  sough t  t o  h i g h l i g h t  th e  p a r t i c u l a r  and v a ry in g  f e a t u r e s  
o f  a c c o u n t in g  change. The h i s t o r i c a l  c o n te x t  o f  c o n f l i c t ,  power, 
and  t e n s i o n  h a v e  p r o v i d e d  a c o m p le x  and i n t e r e s t i n g  h i s t o r y  i n  
which th e  i n t e r e s t e d  n a tu r e  o f  a c c o u n t in g  h a s  been m a n i f e s te d .
The c ase  s tu d y  r e s e a r c h  s t r a t e g y  has  been i d e a l l y  s u i t e d  f o r  
th e  i n d u c t iv e ,  i n -d e p th  s t u d i e s  p re s e n te d .  The them es and t o p i c s  
o f  a n a l y s i s  c h o s e n  i n  t h e  c a s e  s t u d i e s  w e re  n o t  d e r i v e d  f ro m  a 
p r e - g i v e n  t h e o r e t i c a l  f r a m e w o rk .  R a t h e r ,  t h e y  w e re  g e n e r a t e d  
from w i t h i n  t h e  a r c h i v a l  m a t e r i a l  i t s e l f .  However, t h i s  was done 
b a s e d  on t h e  p r i o r  t h e o r e t i c a l  s t a n c e  t a k e n  on a c c o u n t i n g  and 
a c c o u n t i n g  c h a n g e .  The d y n a m ic  n a t u r e  o f  t h e  r e s e a r c h  p r o c e s s  
m eant t h a t  th e  them es and t o p i c s  o f  a n a ly s i s  were m o d if ie d  as th e  
r e s e a r c h  p r o g re s s e d  because o f  c o n t i n u o u s  i n t e r a c t i o n  w i t h  t h e  
a r c h i v a l  m a t e r i a l .  The c a s e  s t u d y  r e s e a r c h  s t r a t e g y  and v ie w  
ta k e n  on h i s t o r y  and a c c o u n t in g ,  has  a l s o  a t t e m p te d  t o  overcome 
th e  f a l s e  d u a l ism  o f  th e  a c co u n t in g -e n v iro n m e n t  model o f  change.
T h i s  r e s e a r c h  i s  p r e s e n t e d  i n  r e s p o n s e  t o  t h e  l a c k  o f  
h i s t o r i c a l  s t u d i e s  o f  a c c o u n t i n g  a s  i t  was p r a c t i c e d .  I t  h a s  
s o u 0 i t  t o  o f f e r  a  more h o l i s t i c  and i n t e r d i s c i p l i n a r y  h i s t o r y  o f  
a c c o u n t i n g  c h a n g e .  The b r o a d e r  p e r s p e c t i v e s  t a k e n  i n  t h e  
r e s e a r c h  have  i n e v i t a b l y  meant no t  o n ly  a c lo s e  in v o lv em en t  w i th  
a c c o u n t in g  r e p o r t s  and r e c o r d s ,  b u t  a l s o  an invo lvem en t  w i th  non- 
f i n a n c i a l  d a ta  such as  m in u te s ,  c o rre spondence , m emoirs and o th e r  
d a t a  t h a t  h a s  im p in g e d  on a c c o u n t i n g  o r  p r o v i d e d  c o n t e x t u a l  
in fo r m a t io n .
A c c o u n t i n g  h i s t o r y  h a s  e n a b l e d  t h e  e x p l o r a t i o n  an d  
d e s c r i p t i o n  o f  th e  c o m p lic a ted  r e l a t i o n s h i p  o f  a c c o u n t in g  and i t s  
c o n t e x t .  The h i s t o r y  o f  a c c o u n t i n g  h a s  been  c o n s i d e r e d  t o  be 
i n h e r e n t l y  i n t e r e s t i n g  i n  i t s e l f  and has  he lped  to  unders tand  and
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I l l u m i n a t e  w h a t  i s  a t  s t a k e  i n  some o f  t h e  p r e s s u r e s  and  
p ro c e s s e s  o f  a c c o u n t in g  change.
C. CASE STUDY FINDINGS ON ACCOUNTING 
1. Introduction
I n  t h e  l a s t  d e c a d e  a c c o u n t i n g  h a s  i n c r e a s i n g l y  b e e n  
r e c o g n is e d  a s  an i n t e r e s t e d  e n d e a v o r  w i t h  s o c i a l  and p o l i t i c a l  
consequences . T h is  em erg ing  u n d e rs ta n d in g  o f  a c co u n t in g  h a s  been 
based  on work such  a s  t h a t  o f  Z e f f  (1978) who i d e n t i f i e d  th e  r i s e  
o f  e c o n o m ic  c o n s e q u e n c e s  o f  a c c o u n t i n g  and  a r g u e d  t h a t  i n  t h e  
a c c o u n t i n g  s t a n d a r d  s e t t i n g  p r o c e s s  t h e  e c o n o m ic  and  s o c i a l  
consequences  o f  a c c o u n t in g  p r a c t i c e s  "may no lo n g e r  be ig n o re d  as  
a  s u b s t a n t i v e  i s s u e "  (Z e f f ,  1978).
W atts  and Zimmerman (1979) a n a ly se d  th e  s t a t u s  and form  o f  
a c c o u n t i n g  t h e o r y  and  how t h e o r y  h a s  b e e n  u se d  t o  b o l s t e r  
s p e c i f i c  a c c o u n t i n g  c h a n g e s ,  a g a i n  e m p h a s i s i n g  t h e  i n t e r e s t e d  
n a t u r e  o f  a c c o u n t i n g .  B u r c h e l l  e t  a l .  (1980 )  c o n t i n u e d  t h i s  
em erg ing  u n d e rs ta n d in g  o f  a c c o u n t in g  i n  b ro ad en in g  th e  c o n te x t  i n  
w h id i  to  u n d e rs ta n d  a c c o u n t in g ,  by s p e c i f i c a l l y  in t r o d u c in g  th e  
s o c i a l .
Through th e  s t im u lu s  o f  t h i s  work, a c c o u n t in g  has  come to  be 
seen  i n  t h e  l i t e r a t u r e  as  an i n t e r e s t e d  a c t i v i t y  i n  i t s e l f .  Work 
by B u r c h e l l  e t  a l .  ( 1 9 8 5 ) ,  Hopwood (1 9 8 5 ,  f o r t h c o m i n g ) .  L o f t  
( 1 9 8 6 ) ,  R o b e r t s  and  S c a p e n s  (1985 )  and  T in k e r  e t  a l .  (1982) h a v e  
a l l  added t o  t h i s  em erg ing  u n d e rs ta n d in g  o f  th e  a cco u n t in g  c r a f t .  
T h i s  r e s e a r c h  h a s  a l s o  fo u n d  a c c o u n t i n g  t o  be an  i n t e r e s t e d  
a c t i v i t y  t h a t  h a s ,  f o r  e x a m p le ,  fou n d  a c c o u n t i n g  e m b r o i l e d  i n  
d e b a t e s  o v e r  d i s t r i b u t i o n a l  i s s u e s  w h e re  t h e  p r e s s u r e  f o r  
a c c o u n t in g  change has  come from p a r t i c u l a r  i n t e r e s t s .
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2« James F in lay  and Company
The James F in la y  case  s tu d y  (C h ap te r  Seven) has  p rov ided  
some i n t e r e s t i n g  f i n d i n g s  on a c c o u n t i n g  due t o  t h e  company 
e x p a n d in g  an d  d i v e r s i f y i n g  i n t o  a r e a s  su c h  a s  j u t e ,  t e a  and 
c o t t o n  f ro m  1 87O o n w a r d s ;  and  a l s o  due  t o  s u c h  a s p e c t s  a s  t h e  
s t r o n g  d e s i r e  t o  m a in ta in  f a m i ly  c o n t r o l  o f  t h e  b u s in e s s  and th e  
o p e r a t i o n  o f  th e  b u s in e s s  a t  c o n s id e r a b le  g e o g ra p h ic a l  d i s t a n c e .
A c c o u n t i n g  i n i t i a l l y  e m e r g e d  i n  J a m e s  F i n l a y  a s  a n  
a l l o c a t i o n ,  d i s t r i b u t i o n  d e v ic e  be tw een  p a r t n e r s .  C o n se rv a t iv e ,  
s a f e  a c c o u n t in g  p r a c t i c e s  were used t o  e n s u re  t h a t  no p a r t n e r  go t 
more th a n  h i s  f a i r  s h a re .  T h is  was ev idenced  by th e  James F in la y  
p a r t n e r s h i p  c o n t r a c t s  and th e  p a r t n e r s h i p  c o n t r a c t s  e n te r e d  i n t o  
by J a m e s  F i n l a y  w i t h  t h e i r  b r a n c h e s .  A c c o u n t in g  a l s o  e n a b l e d  
r e g u l a r  c o n t r o l  o f  t h e  b r a n c h e s  t o  t a k e  p l a c e  e s p e c i a l l y  i n  
o v e rs e a s  b ranches .  As each  o f  th e  b ranches  deve loped , a c c o u n t in g  
becam e  an  i n t e g r a l  p a r t  o f  a  p a c k a g e  o f  c o n t r o l s  t o  e n s u r e  
f i d e l i t y  o f  t h e  o v e rs e a s  employees and p a r t n e r s .
A ccounting  i n c r e a s i n g l y  became s i t u a t e d  i n  th e  c o n t r a c t i n g  
a r r a n g e m e n t s  o f  J a m e s  F i n l a y .  Company g r o w th  m e a n t  t h a t  
e m p lo y m e n t  c o n t r a c t i n g  becam e t h e  o r g a n i s a t i o n a l  m eans f o r  
c o n t r o l l i n g  th e  b u s in e s s  which was so  d i s p e r s e d .  The p a r t n e r s h i p  
form became un w ie ld ly  f o r  o r g a n i s in g  th e  b u s in e s s .  I n c r e a s in g ly ,  
outcome r e l a t e d  c o n t r a c t i n g  was used i n  th e  o r g a n i s a t i o n  which 
d i r e c t l y  i m p l i c a t e d  t h e  a c c o u n t i n g  p r a c t i c e s  used  i n  t h e  
o r g a n i s a t i o n .  T h i s  was fo u n d  t o  o c c u r  p r e d o m i n a n t e l y  w i t h  
o v e rs e a s  employees who had reached  c e r t a i n  l e v e l s  o f  autonomy in  
t h e  o v e r s e a s  b r a n c h e s .  I t  was a l s o  fo u n d  t h a t  a t  t h e  h i g h e r  
m a n a g e r i a l  r a n k s ,  o v e r s e a s  e m p lo y e e s  w e re  g e n e r a l l y  more
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e x p e r ie n c e d  and had lo n g - te rm  c o n t r a c t s .
I n i t i a l l y  th e  outcome r e l a t e d  c o n t r a c t s  were l in k e d  i n t o  a 
s a l e s  f i g u r e  o r  a c a sh  r e m i t t e d  f i g u r e .  H ow ever ,  i n  t h e  1 9 0 0 's  
and 1910's an a c c r u a l  b a s i s  f o r  c a l c u l a t i n g  outcom es emerged. In  
t h e  f i r s t  o u tc o m e  n e g o t i a t e d  c o n t r a c t s  i n  t h e  1 8 7 0 's ,  t h e  
c o n t r a c t  s t a t e d  t h a t  t h e  e m p lo y e e  had no r i g h t  t o  e x a m in e  t h e  
a c c o u n t s  on w h ic h  t h e i r  c o m m is s io n  a m o u n ts  w e re  b a s e d .  T hese  
w e re  f o r  l o c a l  G lasgow  c o n t r a c t s .  Such a s t i p u l a t i o n  was 
o b v i o u s l y  i m p r a c t i c a l  f o r  a c c o u n t s  p r e p a r e d  a t  e a c h  o f  t h e  
b ran c h e s ,  both  i n  B r i t a i n  and o v e rse a s .
The M u ir  f a m i l y ,  who by t h e  I 8 8 0 's  h a d  o u t r i g h t  c o n t r o l  o f  
J a m e s  F i n l a y ,  m a i n t a i n e d  t h e  c o n s e r v a t i v e ,  s a f e  a c c o u n t i n g  
p r a c t i c e s  by o p e r a t in g  v e ry  e f f e c t i v e l y  su sp en se  a c co u n ts  a t  th e  
b r a n c h e s .  T h i s  e n a b l e d  t h e  h e a d  o f f i c e  t o  c o n t r o l  t h e  
d i s t r i b u t i o n  o f  p r o f i t s  t o  em ployees. The d e b a te  a t  C a lc u t t a  i n  
1885 i l l u s t r a t e s  v i v i d l y  t h e  anger  em ployees f e l t  over  a r b i t r a r y ,  
r e t r o s p e c t i v e  ch a rg e s  a g a in s t  p r o f i t s  which a f f e c t e d  th e  amounts 
e m p lo y e e s  r e c e i v e d  on o u tc o m e  r e l a t e d  c o n t r a c t s .  C o m m iss io n  
a c co u n ts  f o r  each employee w e re  i n c r e a s i n g l y  i n t r o d u c e d  i n  t h e  
1900*s. They o p e ra te d  i n  much th e  same way as suspense  a c co u n ts  
d id  a t  b ranch  l e v e l .
A ccounting  t e c h n iq u e s  no t on ly  a f f e c t e d  each s e t  o f  branch 
and  h e a d  o f f i c e  a c c o u n t s ,  b u t  w i t h  t h e  e m p lo y e e  c o n t r a c t i n g ,  a 
s e t  o f  a c c o u n t i n g  t e c h n i q u e s  em e rg ed  and  d e v e lo p e d  w h ic h  w e re  
c o m p le te ly  d i s t i n c t  from t h o s e  a c c o u n t s .  T hese  w e re  g e n e r a l l y  
a r b i t r a r y ,  budgeted te c h n iq u e s ,  such as amounts f o r  d e p r e c ia t io n  
o r  o f f i c e  expenses ,  t h a t  were ex a n te  amounts n e g o t i a te d  a t  th e  
s t a r t  o f  th e  c o n t r a c t  p e r io d .
The agency  t h e o r y  e x p l a n a t i o n  h a s  been  r e f e r r e d  t o  a s  a 
p o s s ib l e  e x p la n a t io n  f o r  th e  e x i s t e n c e  o f  a ccoun ting . This was
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r e f e r r e d  t o  b e c a u s e  i t  i s  a t h e o r y  t h a t  i s  d e p e n d e n t  on 
a c c o u n t i n g  b e i n g  i m p l i c a t e d  i n  e m p lo y e e  c o n t r a c t i n g .  I n  a 
g e n e ra l  way i t  does p ro v id e  an e x p la n a t io n  f o r  th e  e x i s t e n c e  o f  
c o n s e r v a t iv e  a c c o u n t in g  p r a c t i c e s  when l in k e d  t o  outcome r e l a t e d  
com pensa tion  schemes. I t  a l s o  h i g h l i g h t s  th e  problem  o f  m oral 
h a z a rd  and i s s u e s  o f  c o n t r o l  and m o t iv a t io n .  Agency th e o ry  has 
a l s o  p r o v e d  u s e f u l  h e u r i s t i c a l l y ,  t o  a n a l y s e  t h e  n a t u r e  o f  t h e  
c o n t r a c t i n g  i n  Jam es F in la y .
H ow ever ,  a m ore  n u a n c e d  e x p l a n a t i o n  f o r  a c c o u n t i n g ' s  
d e v e lo p m e n t  i s  g a in e d  by e x a m i n in g  t h e  s o c i a l  and  h i s t o r i c a l  
c o n t e x t  i n  w h ic h  a c c o u n t i n g  h a s  e m e rg ed  and  d e v e lo p e d .  The 
a c c o u n t in g  p r a c t i c e s  were an im p o r ta n t  a s p e c t  o f  th e  s t r u c t u r e  o f  
c o n t r o l  i n  t h e  com pany. The use  o f  c o n s e r v a t i v e  a c c o u n t i n g  
p r a c t i c e s ,  such a s  su sp en se  and com m ission  a c c o u n ts ,  i l l u s t r a t e d  
n o t  j u s t  a d e s i r e  t o  dam pen e m p lo y e e s '  o p t i m i s m ,  b u t  a l s o  
p ro v id e d  a way f o r  t h e  head o f f i c e  to  m a n ip u la te  th e  a c c o u n t in g  
p r a c t i c e s  t o  t h e i r  own advan tage  and m a in ta in  th e  upper hand in  
any  d i s t r i b u t i o n a l  d e b a t e s .  The c o n f l i c t  w i t h  and  e x e r c i s e  o f  
p o w e r  by t h e  h e a d  o f f i c e  h i g h l i g h t e d  t h e  i n t e r e s t e d  n a t u r e  o f  
a c c o u n t i n g  and  t h e  p a ra m o u n t  i m p o r t a n c e  o f  t h e  h e a d  o f f i c e ' s  
i n t e r e s t s .
J o h n  M u ir  m a i n t a i n e d  t i g h t  c o n t r o l  o v e r  t h e  o r g a n i s a t i o n  
th rough  f a m i ly  c o n t r o l  and a u t o c r a t i c  l e a d e r s h i p .  His so n s ,  i n  a 
v i c a r i o u s  w a y ,  r e p r e s e n t e d  h i s  p r e s e n c e  a b r o a d .  M u i r ' s  
l e a d e r s h i p  s t y l e  was t o  im p re s s  upon h i s  employees t h a t  they  were 
t r u s t e e s  o f  h i s  w e a l t h .  The d e p a r t m e n t a l  a c co u n t in g  p r a c t i c e s  
e m e rg e d  t o  e n a b l e  a c c o u n t a b i l i t y  o f  h i s  e m p lo y e e s  t o  r e a c h  
f u r t h e r  down th e  o r g a n i s a t i o n .
When S i r  J o h n  M uir  d i e d ,  t h e  m a i n t e n a n c e  o f  t i g h t  f a m i l y
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c o n t r o l  was e x e r c i s e d  t h r o u g h  a c c o u n t i n g  i n  g r e a t e r  m e a s u re .  
T h i s  o c c u r r e d  t h r o u g h  t h e  g r e a t e r  u se  o f  a c c o u n t i n g  i n  t h e  
e m p lo y m e n t  c o n t r a c t i n g ,  e s p e c i a l l y  b u d g e te d  c h a r g e s  a g a i n s t  
income and th e  use o f  com m ission  a c co u n ts ,  bu t  a l s o  th rough th e  
use o f  a u d i t o r s .  A u d i to rs  w ere  i n i t i a l l y  ap p o in te d  a t  th e  head 
o f f i c e  and th e  b ranches  f o r  f i d u c i a r y  r e a s o n s ,  b u t  James F in la y  
s o o n  saw t h e i r  p o t e n t i a l  f o r  i n t e r n a l  c o n t r o l  and  r e q u i r e d  t h e  
branch a u d i t o r s  t o  be d e t a i l e d  i n  t h e i r  e x a m in a t io n  o f  the  branch 
a c c o u n ts .
H ow ever, w i t h i n  t w e n t y  y e a r s  t h i s  r o l e  o f  t h e  a u d i t o r s  
changed, a lo n g  w i th  th e  r a t i o n a l e  f o r  th e  a c c o u n t in g  p r a c t i c e s .  
On b e c o m in g  a p u b l i c  company i n  1924 t h e  a c c o u n t i n g  p r a c t i c e s  
w h ic h  had  e m e rg e d  a s  d i s t r i b u t i o n a l  d e v i c e s  i n  t h e  r e l a t i v e l y  
p r i v a t e  s e t t i n g  o f  f a m i l y  s h a r e h o l d e r s ,  s e n i o r  m a n a g e rs  and 
e m p l o y e e s ,  w e re  now u se d  t o  a t t r a c t  and  p r o m o te  i n v e s t m e n t  i n  
J a m e s  F i n l a y  i n  t h e  p u b l i c  a r e n a  o f  t h e  s h a r e  m a r k e t .  The 
a u d i t o r s ,  e s p e c i a l l y  t h e  head o f f i c e  a u d i t o r s ,  now p r i m a r i l y  had 
a  r e g u l a r i s i n g  r o l e  i n  th e  c a p i t a l  m arke t,  r a t h e r  th an  be ing  an 
a g en t  o f  i n t e r n a l  c o n t r o l  w i t h i n  th e  company.
A ccounting  p ro v id e d  John M uir and h i s  sons w i th  th e  a b i l i t y  
t o  f i n a n c i a l l y  e x a m in e  t h e i r  o r g a n i s a t i o n .  I n f o r m a t i o n  f o r  
d e c i s i o n  m ak in g  was fo u n d  i n  m a r k e t  i n f o r m a t i o n  on i n t e r e s t  
r a t e s ,  e x c h a n g e  r a t e s  and  c o m m o d ity  p r i c e s .  The a c c o u n t i n g  
p r a c t i c e s  e n a b le d  an a s s e s s m e n t  o f  t h e  t r u s t e e s h i p  o f  t h e  
employees and on a b ro ad e r  b a s i s ,  th ey  made th e  d i f f e r i n g  a s p e c t s  
o f  th e  o r g a n i s a t i o n  v i s i b l e .
3 .  The Champdaiqr J u t e  Ccxmpany L im ited
The Champdany J u t e  Company L i m i t e d  c a s e  s tu d y  h a s  a l s o  
p ro v id ed  some i n t e r e s t i n g  i n s i g h t s  i n t o  a c co u n t in g  and accoun ting
change* The management agency sy s tem  o f  management, th e  d i s t a n c e  
b e tw e e n  o w n e r s  and m a n a g e r s ,  t h e  v o l a t i l e  n a t u r e  o f  t h e  j u t e  
i n d u s t r y  and th e  f a c t  t h a t  i t  was an in v e s tm e n t  company o f  James 
F i n l a y ,  h a v e  p r o v id e d  an  i n t e r e s t i n g  c o n t e x t  i n  w h ich  t o  s tu d y  
a c c o u n t in g  change.
Champdany was s e t  up as  a p u b l i c  l i m i t e d  l i a b i l i t y  company 
to  o p e r a t e  j u t e  m i l l s  i n  In d ia .  However, th e  v o l a t i l e  n a tu r e  o f  
t h e  i n d u s t r y  p rov ided  th e  i n i t i a l  p r e s s u r e s  on a c c o u n t in g  i n  t h a t  
th e  company e x p e r ien c e d  a low p e r io d  o f  p r o f i t a b i l i t y  soon a f t e r  
i t  was founded. This  l a c k  o f  p r o f i t a b i l i t y  p ro v id e d  th e  c a t a l y s t  
f o r  th e  d i r e c t o r s  to  u n d e rs ta n d  th e  c o s t  o f  p r o d u c t io n  o f  v a r io u s  
c l a s s e s  o f  goods. This  was a concep t t h a t  was n o t  un p ro b lem atic .  
I t  was c o n s t r u c te d  th rough  a s e r i e s  o f  d i s c u s s io n s .  For example, 
one  i s s u e  was w h e t h e r  i t  i n c l u d e d  d e p r e c i a t i o n  o r  n o t .  The 
d i s c u s s io n s  on th e  c o s t s  o f  p ro d u c t io n  c r e a te d  a v i s i b i l i t y  which 
en ab led  a r e a s  such as w as tag e ,  em ployee c o n t r o l  and s to c k  c o n t r o l  
t o  t a k e  p l a c e .  The c o s t  i n f o r m a t i o n  r e q u e s t e d  i n i t i a l l y  f o r  
d e c i s i o n  m ak in g  p u r p o s e s ,  w as soon  u se d  f o r  s u r v e i l l a n c e  o f  
management and c o n t r o l  o f  th e  p ro d u c t io n  p r o c e s s e s .  I n fo rm a t io n  
on f i n a n c e  and  w o r k in g  c a p i t a l  was a l s o  i m p o r t a n t  t o  t h e  
d i r e c t o r s  a s  Ja m e s  F i n l a y  p r o v i d e d  l a r g e  a m o u n ts  o f  w o r k in g  
c a p i t a l  f in a n c e  and th e  g u a ra n te e in g  o f  o th e r  c r e d i t  f a c i l i t i e s .
Accounting p r a c t i c e s ,  how ever, were made in c r e a s i n g ly  more 
v i s i b l e  due to  th e  con tinued  low p r o f i t a b i l i t y .  As Champdany was 
one  o f  Ja m e s  F i n l a y ' s  i n v e s t m e n t  c o m p a n ie s ,  Jam es  F i n l a y  
a f f i l i a t e d  s h a r e h o l d e r s  w e re  i n  th e  m a jo r i t y  s h a re h o ld e r s  w i th  
non-Jam es F in la y  s h a re h o ld e r s  p r o v id in g  th e  r e s t  o f  th e  c a p i t a l .  
James F in la y  promoted th e  company and t h e i r  r e p u t a t i o n  a t t r a c t e d  
th e  a d d i t i o n a l  c a p i t a l .  Although i t  was a p u b l i c  company, t h i s
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w as o n l y  done  t o  e n s u r e  l i m i t e d  l i a b i l i t y .  J a m e s  F i n l a y  w e re  
a l s o  th e  managing a g e n ts  i n  I n d i a  and th e  s e c r e t a r i e s  i n  Glasgow.
H e r e in  l a y  t h e  p ro b le m  and  t h e  r e a s o n  why t h e  a c c o u n t i n g  
p r a c t i c e s  -  i n  p a r t i c u l a r  d e p r e c i a t i o n  and e x c h a n g e  -  becam e 
such a d i v i s i v e  i s s u e .  James F in la y ,  a c c o rd in g  to  th e  m in o r i ty  
s h a r e h o l d e r s ,  had  a d o u b le  i n t e r e s t  i n  t h e  company -  b o th  as  
s h a r e h o ld e r s  and managing a g e n ts .  The m in o r i t y  i n t e r e s t  began to  
d e b a te  a c c o u n t in g  p r a c t i c e s  when th ey  were not g e t t i n g  a r e g u l a r  
h i g h  d i v i d e n d  r e t u r n ,  w h ic h  t h e y  w e re  e x p e c t i n g  b e c a u s e  t h e i r  
money was be ing  in v e s t e d  i n  In d ia .  A ccounting  p r a c t i c e s  d e f in e d  
and sh a rp en ed  th e  d e b a te  be tw een  th e  two g roups o f  s h a re h o ld e r s .
T h rough  a s e r i e s  o f  c o n f l i c t s ,  t h e  m i n o r i t y  s h a r e h o l d e r s  
c o n t i n u a l l y  r a i s e d  th e  q u e s t io n  w he the r  James F in la y ’s i n t e r e s t s  
a s  t h e  m a j o r i t y  s h a re h o ld e r s  were s u b o rd in a te  to  t h e i r  i n t e r e s t s  
a s  Qiampdany’s  managing a g e n ts .  The f i r s t  a c c o u n t in g  p r a c t i c e  to  
come under s c r u t i n y  was d e p r e c i a t i o n  and th e  t r e a tm e n t  o f  long ­
t e r m  a s s e t s .  J a m e s  F i n l a y  d i r e c t o r s  d e c r e a s e d  p r o f i t  by 
i n c r e a s i n g  d e p r e c i a t i o n  ch arges .  They d id  t h i s  on th e  b a s i s  t h a t  
i t  w as  t h e  t e c h n i c a l l y  b e s t  way o f  a c c o u n t i n g  f o r  d e p r e c i a t i o n  
and  b e s t  r e f l e c t e d  t h e  t r u e  v a l u e  o f  t h e  com pany’ s a s s e t s .  The 
d i r e c t o r s  a p p e a l e d  t o  t h e  e x p e r t  a d v ic e  o f  t h e  a u d i t o r  f o r  
l e g i t i m a t i o n  f o r  t h e i r  v iew .
W h e th e r  i t  was t h e  t e c h n i c a l l y  b e s t  way t o  a c c o u n t  f o r  
d e p r e c i a t i o n  o r  n o t ,  " h e ld  no w a t e r "  a s  an  a rg u m e n t  t o  t h e  
m i n o r i t y  s h a r e h o l d e r s .  They saw t h e  d e p r e c i a t i o n  a c c o u n t i n g  
p r a c t i c e  a s  a t e c h n i q u e  w i t h  d i s t r i b u t i o n a l  c o n s e q u e n c e s  t h a t  
r e f l e c t e d  t h e  s u p e r i o r  p o w e r  p o s i t i o n  o f  t h e  J a m e s  F i n l a y  
s h a r e h o ld e r s .
The e x c h a n g e  a c c o u n t i n g  c o n f l i c t  was d r i v e n  by s i m i l a r  
c o n c e r n s  t h a t  t h e  m i n o r i t y  i n t e r e s t  h a d  o v e r  Jam es  F i n l a y ’ s
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m an ag em en t  and  s h a r e h o l d e r  I n t e r e s t s .  The c o n f l i c t s  o v e r  t h e  
a c c o u n t in g  p r a c t i c e s  w ere  on ly  s e t t l e d  when James F in la y  bought 
more o f  th e  m in o r i t y  s h a re s  and s i l e n c e d  th e  r e m a in in g  m in o r i ty  
i n t e r e s t  th rough  p r o v id in g  p r e f e r e n c e  s h a re s .
I t  i s  i n t e r e s t i n g  t o  n o t e  t h a t  t h e  d i r e c t o r s  f ro m  1910 
onw ards deve loped  d e p r e c i a t i o n  p r a c t i c e s  t h a t  were not i n  any way 
r e l a t e d  t o  a b s t r a c t  n o t i o n s  o f  t r u e  v a l u e  a n d ,  i n  f a c t ,  t h e y  
w ro te  down th e  a s s e t s  c o n s id e ra b ly  below h i s t o r i c a l  c o s t  o r  any 
n o t io n  o f  m arket v a lu e .
In  th e  1900’s  th e  a c c o u n t in g  p r a c t i c e s  were then  i m p l ic a te d  
i n  d e f i n i n g  d i s t r i b u t i o n a l  c l a u s e s  i n  management c o n t r a c t s .  The 
i n f o r m a t i o n  f o r  d e c i s i o n  m a k in g  p u r p o s e s ,  s u c h  a s  f i n a n c e  
s t a t e m e n t s ,  p r o d u c t i o n  a n d  s a l e s  s t a t e m e n t s ,  a n d  m a r k e t  
i n f o r m a t i o n ,  e m e rg e d  a l o n g s i d e  t h e  d e v e lo p m e n t  o f  a c c o u n t i n g  
p r a c t i c e s  a f f e c t i n g  th e  d i s t r i b u t i o n  o f  p r o f i t .  The l e g i s l a t i v e  
f r a m e w o r k  o f  t h e  C om pan ie s  A c ts  u n d e r  w h ic h  t h e  company was 
r e g i s t e r e d  had  m in i m a l  i m p a c t  on a c c o u n t i n g  i n  Champdany. 
A ccounting  emerged and deve loped  i n  Champdany f o r  many re a s o n s  -  
such  a s  d i s t r i b u t i o n a l ,  f i s c a l  and employee c o n t r a c t i n g  r e a so n s .  
A ccounting  p r a c t i c e s  which were j u s t i f i e d  as  n e u t r a l ,  t e c h n i c a l l y  
so u n d  p r a c t i c e s  w e re  c h a l l e n g e d ,  d e b a t e d  and  r e c o g n i s e d  a s  
r e p r e s e n t i n g  d i f f e r i n g  i n t e r e s t s  i n  th e  o r g a n i s a t i o n .
D. CONCLUDING COMMENTS
The case  s tu d i e s  have a t te m p te d  to  e x p lo re  the  c o n d i t io n s  and 
consequences o f  th e  p ro d u c t io n  and use o f  a c c o u n t in g  in fo rm a t io n .  
I t  h a s  b e e n  s e e n  t h a t  a c c o u n t i n g  i s  n o t  a n e u t r a l  d i s c i p l i n e  
w h ic h  p r o v i d e s  u n p r o b l e m a t i c  f a c t s  a b o u t  o r g a n i s a t i o n a l  l i f e .  
R a th e r  a c c o u n t i n g  h a s  b e e n  s e e n  a s  an  i n t e r e s t e d  a c t i v i t y  t h a t
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was I n t r i c a t e l y  in v o lv e d  i n  th e  o r g a n i s a t i o n a l  and s o c i a l  co n te x t  
i n  w h ic h  i t  o p e r a t e d .  At t h e  sam e  t i m e  t h a t  a c c o u n t i n g  h a s  
r e f l e c t e d  i t s  c o n t e x t  i t  h a s  b e e n  r e c o g n i s e d  t h a t  i t  a c t i v e l y  
s h a p e d  i t s  c o n t e x t  a nd , i n  f a c t ,  becam e  p a r t  o f  t h e  i n f l u e n c e s  
t h a t  im pinged  upon i t s e l f .  A ccounting  was c a l l e d  upon to  se rv e  
a w id e  v a r i e t y  o f  d i f f e r e n t  and  c h a n g in g  p u r p o s e s .  I t  e m erg ed  
and  d e v e lo p e d  i n  a d o m ain  w h e re  s t r a t e g e m s  and  t a c t i c s  o f  
c o m p l ic i ty  and compromise r u le d .
I t  i s  c l e a r  f ro m  t h e s e  s t u d i e s  t h a t  a c c o u n t i n g  h a s  no p r e ­
g i v e n  e s s e n c e  o r  i n h e r e n t l y  c o r r e c t  d e f i n i t i o n .  V a r i o u s  
r a t i o n a l e s  and  i m p e r a t i v e s  e x i s t  f o r  a c c o u n t in g .  For example, 
a c c o u n t i n g  p r o v i d e s  a n  a c c o u n t a b i l i t y  m e c h a n is m ;  a c c o u n t i n g  
e x i s t s  f o r  agency re a s o n s ;  a c c o u n t in g  e n a b le s  th e  c o n t r o l  o f  th e  
la b o u r  p ro c e s s ;  a c c o u n t in g  e n a b le s  o r g a n i s a t i o n a l  s u r v e i l l a n c e ;  
o r  a c c o u n t in g  p r o v id e s  i n f o r m a t io n  f o r  d e c i s io n  making. On th e  
b a s i s  o f  t h e  c a s e  s t u d i e s ,  t h e  r a t i o n a l e s  g i v e n  f o r  a c c o u n t i n g  
w e re  n o t  h o m o geneous  and  i n  som e c a s e s  w e re  i n  c o n f l i c t .  
S u r v e i l l a n c e  and c o n t r o l  were i m p o r t a n t  r e a s o n s  f o r  e x p l a i n i n g  
t h e  way a c c o u n t i n g  o p e r a t e d  i n  t h e  c a s e  s t u d i e s .  A n o th e r  
im p o r ta n t  r a t i o n a l e  was t h e  q u a s i - a d j u d i c a t i o n  r o l e  a c c o u n t i n g  
p l a y e d  b e tw e e n  v a r i o u s  p a r t i e s .  A c c o u n t in g  w as s e e n  t o  be 
e m b e d d e d  i n  t h e  p o l i t i c a l  a n d  c o n f l i c t u a l  n a t u r e  o f  
o r g a n i s a t i o n a l  l i f e .
The p r o v i s i o n  o f  i n f o r m a t i o n  f o r  t h e  d e c i s i o n  m ak ing  
r a t i o n a l e  f o r  a c c o u n t in g  was no t  a  p ro m in en t  f i n d i n g  i n  th e  case 
s tu d i e s .  I t  i s  i n t e r e s t i n g  t o  no te  t h a t  i n  today’s s i t u a t i o n  th e  
d e c i s i o n  m ak in g  r a t i o n a l e  m ay be g r o s s l y  o v e r s t a t e d  f o r  
a c c o u n t i n g .  F e ld m a n  and M arch (1981 )  make t h e  i n t e r e s t i n g  
o b s e r v a t i o n  t h a t  much o f  t h e  i n f o r m a t i o n  i n  a n  o r g a n i s a t i o n  i s
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g a th e re d  i n  a s u r v e i l l a n c e  mode r a t h e r  th an  a d e c i s io n  mode and 
t h a t  much o f  t h e  i n f o r m a t i o n  u sed  i n  o r g a n i s a t i o n a l  l i f e  i s  
s u b j e c t  to  s t r a t e g i c  m i s r e p r e s e n t a t i o n .
I t  i s  a l s o  i n s t r u c t i v e  t o  s e e  t h a t  o f t e n  i n  t h e  c a s e  
s t u d i e s ,  when an  a c c o u n t in g  p r a c t i c e  was in t ro d u c e d ,  w hatever  the  
i n i t i a l  r e a s o n s  may have been, t h e  a c c o u n t in g  tec h n iq u e  c re a te d  a 
d y n a m ic  w h ic h  h a d  u n i n t e n d e d  c o n s e q u e n c e s  and  r e v e a l e d  new 
j u s t i f i c a t i o n s  a s  t h e  a c c o u n t i n g  p r o c e s s  u n f o ld e d .  I n  some 
s e n s e s  t h e  a c c o u n t i n g  t e c h n i q u e s  t o o k  on a l i f e  o f  t h e i r  own 
( E l l u l ,  1965). The a c c o u n t i n g  p r a c t i c e s  c r e a t e d  a v i s i b i l i t y  
m e c h a n ism  o v e r  t h e  o r g a n i s a t i o n .  B e c a u se  o f  t h e  p ro b le m  o f  
d i s t a n c e  i n  J a m e s  F i n l a y ,  f o r  e x a m p le ,  a c c o u n t i n g  becam e t h e  
a l m o s t  e x c l u s i v e  b e a r e r  o f  k n o w le d g e  o f  t h e  o v e r s e a s  b r a n c h e s .  
A ccounting  th e n  became a te c h n iq u e  o f  knowing, which a t  th e  same 
t i m e  becam e a t e c h n i q u e  o f  a c t i o n .  A c c o u n t in g  was u se d  t o  
j u s t i f y  and  l e g i t i m i s e  i n t e r v e n t i o n s  i n  th e  o r g a n i s a t i o n  which 
had d i s t r i b u t i o n a l  consequences.
I n  p r e s e n t i n g  t h e  c a s e  s t u d i e s  i n  t h i s  t h e s i s  a p r o c e s s  o f  
o r d e r i n g  and  p r e s e n t i n g  t h e  a r c h i v a l  m a t e r i a l  h a s  t a k e n  p l a c e .  
The c a s e  s t u d i e s  a r e  n o t  j u s t  a  c o l l e c t i o n  o f  e v id e n c e  i n  a 
p o s i t i v i s t i c  s e n s e ,  b u t  r a t h e r  a r e  p r e s e n te d  a s  acco u n ts  o f  how 
a c c o u n t i n g  f u n c t i o n e d  and c h a n g ed  i n  i t s  o r g a n i s a t i o n a l  and 
s o c i a l  c o n t e x t .  G e e r t z  (1973 )  h a s  d i s t i n g u i s h e d  b e tw e e n  " t h i n  
d e s c r i p t i o n "  and  " t h i c k  d e s c r i p t i o n "  i n  r e n d e r i n g  a c c o u n t s  o f  
s o c i a l  e v e n ts  o r  e p iso d e s .  The f i r s t  i s  a k ind  o f  n a r r a t i v e  t h a t  
i s  n o t  o b v i o u s l y  t h e o r y - l a d e n .  The se c o n d  i s  e x p l i c i t l y  
i n t e r p r e t a t i v e  where e x p l a n a t i o n s  a r e  c o n s t r u c t e d  t h a t  t a k e  in 
not on ly  a c t o r s ’ a ccoun ts  o f  t h e i r  a c t io n s  but a l s o  a t t e m p ts  a re  
made t o  p l a c e  them  i n  an  a p p r o p r i a t e  c o n c e p t u a l  f r a m e w o rk .  In 
p r a c t i c e  i t  c a n n o t  be s u p p o s e d  t h a t  e v e n  a t h i n  d e s c r i p t i o n  is
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t h e o r y - n e u t r a l .
The case  s t u d i e s  p re s e n te d  i n  t h i s  t h e s i s  a re  c lo s e r  to  t h i n  
d e s c r i p t i o n  t h a n  t h i c k  d e s c r i p t i o n .  H ow ever ,  t h e  a c c o u n t s  do 
c a r r y  w i t h  them  i m p l i c i t  e x p l a n a t i o n s  and s o m e t im e s  e x p l i c i t  
e x p la n a t io n s  where r e f e r e n c e  has  been made t o  w ide r  t h e o r e t i c a l  
p e r s p e c t i v e s .  The c a s e  s t u d i e s  h a v e  p r o v id e d  i n s i g h t s  i n t o  
a c c o u n t in g  change which i t  i s  con tended  cou ld  no t  be o b ta in e d  i n  
any o th e r  way. The a n a l y t i c a l  p e r s p e c t i v e  ta k e n  i n  th e  r e s e a rc h  
has  been one o f  exam in ing  h i s t o r i c a l  a c c o u n t in g  change as  i n  th e  
p r o c e s s  o f  b e c o m i n g ;  o f  t a k i n g  a c r i t i c a l ,  q u e s t i o n i n g  
p e r s p e c t i v e  on  a c c o u n t i n g ;  and  o f  v i e w i n g  a c c o u n t i n g  a s  a 
c o n te x tu a l  phenomenon.
Such  a h i s t o r i c a l  a p p r o a c h  h a s  a v o id e d  a s s u m p t i o n s  a b o u t  
a c c o u n t in g  h a v in g  a p r e - g iv e n  im p e r a t iv e  o r  e s se n c e .  I t  a l s o  has  
a t t e m p te d  t o  overcome th e  d u a l ism  o f  th e  a c c o u n t in g -e n v iro n m en t  
c o n tin g e n cy  model o f  a c c o u n t in g  change which a n a ly s e s  a c c o u n t in g  
change i n  te rm s  o f  th e  d i s t i n c t i o n  betw een a c c o u n t in g  on th e  one 
h a n d ,  and  i t s  e n v i r o n m e n t  on  t h e  o t h e r .  Such a p e r s p e c t i v e  
u n d e r p l a y s  t h e  i n t e r a c t i v e  n a t u r e  o f  a c c o u n t i n g .  Y e t ,  i n  many 
w a y s ,  t h e  p e r s p e c t i v e  on  a c c o u n t i n g  c h a n g e  p r e s e n t e d  h e r e  i s  a 
c o n t i n g e n c y  p e r s p e c t i v e  i n  t h a t  e v e r y t h i n g  d e p e n d s  on t h e  
c i r c u m s ta n c e s  and s i t u a t i o n  under which change occu rs .  There i s  
no g e n e r a l  t h e o r y  o f  a c c o u n t i n g  ch an g e  ( s e e  B u r c h e l l  e t  a l . ,
1985).
T h i s  h i s t o r i c a l  r e s e a r c h  h a s  e x a m in e d  t h e  p r a c t i c e s  o f  
a c co u n t in g .  No p r i o r  d i s t i n c t i o n  has  been made betw een f i n a n c i a l  
a c c o u n t i n g  h i s t o r y  o r  m an ag em en t  a c c o u n t i n g  h i s t o r y .  T h is  
d i s t i n c t i o n  i s  c o n s i d e r e d  t o  be a p r e s e n t  day d i s t i n c t i o n  t h a t  
v i o l a t e s  t h e  h i s t o r i c a l  c o n t i n g e n c y  o f  a c c o u n t in g .  R a th e r ,
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a c c o u n t in g  has  been s tu d i e d  as  b e in g  embedded i n  th e  c o n te x ts  i n  
w h ic h  i t  o p e r a t e d .  To e x t r a c t  a c c o u n t i n g  f ro m  i t s  c o n t e x t  and 
a n a l y s e  i t  a s  an  a b s t r a c t  phenonom on w ou ld  n o t  g iv e  due 
c o n s i d e r a t i o n  t o  su ch  t h i n g s  a s  l a w ,  o r g a n i s a t i o n a l  r u l e s  and 
f u n c t io n in g ,  c o n t r a c t u a l  c o n s i d e r a t i o n s ,  l o n g  d i s t a n c e  c o n t r o l ,  
o w n e r s h ip  c o n s i d e r a t i o n s  and  p r o f e s s i o n a l  i n f l u e n c e .  Such 
c o n te x tu a l  phenomena a r e  what g iv e s  a c c o u n t in g  i t s  meaning and 
s i g n i f i c a n c e .
T h i s  h i s t o r y  o f  a c c o u n t i n g ,  by e x a m i n in g  t h e  p r a c t i c e s  o f  
a c c o u n t in g  and th e  p ro c e s s e s  o f  a c c o u n t in g  change, has  sought to  
p r e s e n t  a c o m p le x  and  i n t e r e s t i n g  h i s t o r y ,  a l b e i t  w i t h i n  t h e  
b o u n d a r i e s  o f  tw o c a s e  s t u d i e s .  I t  h a s  s o u g h t  t o  e n r i c h  and  
deepen c o n v e n t io n a l  h i s t o r i e s  by t a k in g  a c o n te x tu a l  and c r i t i c a l  
approach . I t  i s  r e c o g n is e d ,  i n  p r e s e n t in g  th e  case  s t u d i e s ,  t h a t  
no one  mode o f  a n a l y s i s  o r  v ie w  p o i n t  i s  l i k e l y  t o  p r o v i d e  a 
g e n e r a l  h i s t o r y  o f  S c o t t i s h  com pany a c c o u n t i n g  o r  e x p l a i n  how 
a c c o u n t in g  o p e ra te d  h i s t o r i c a l l y .  M u l t i p le  approaches a re  needed 
t o  e n s u r e  an  u n d o g m a t ic  v ie w  o f  t h e  h i s t o r y  o f  a c c o u n t i n g .  
Although th e  h i s t o r i e s  o f  a c c o u n t in g  p r e s e n te d  a r e  p a r t i c u l a r  and 
f r a g m e n t e d ,  t h e y  a r e  p r e s e n t e d  i n  t h e  b e l i e f  t h a t  a n  
u n d e r s t a n d i n g  o f  t h e  p r o c e s s e s  o f  a c c o u n t i n g  c h a n g e ,  e v e n  i n  a 
s m a l l  way, i s  i n h e r e n t l y  i n t e r e s t i n g  i n  i t s e l f  and may be o f  h e lp  
i n  u n d e r s t a n d i n g  w h a t  i s  a t  s t a k e  i n  c u r r e n t  p r e s s u r e s  on 
a c c o u n t in g  to  change.
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ABBREVIATIONS
The fo l lo w in g  a b b r e v ia t i o n s  a r e  used w i t h in  th e  t h e s i s :
AA A r t i c l e s  o f  A s s o c ia t io n
AA/Cs Annual Accounts
AGM Annual G eneral M eeting
CR Chairman’ s  R eport
DM D i r e c t o r s ’ M inutes
DR D i r e c t o r s ’ R eport
EC Employment C o n tra c ts
MM Management M inutes
ÜGD U n iv e r s i ty  o f  Glasgow D ep o s i t
(R e fe ren ce  used f o r  c o l l e c t i o n  i n  th e  
Adam Smith B u s in e ss  Records C o l l e c t io n  
a t  t h e  U n iv e r s i ty  o f  Glasgow Archive)
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